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7ih April 1925. 

RAS^rGOOiff. 

Present : 

Sir CirARi,E3 Todhunter, k.c.s.i.; i.c.s., President. 

Sir Buay Cdand Mahtah, g.c.i e., k.c.s.i., i.o.m., Maliarajadhirnia 
Baliaclur of Bni'da'an. 

Sir Percy TnoarpsoK, k.b.e., c.b. 

The Hoii’ble Sardar JoaENDRA Singh, 

Dr. R. P. Paranipye. 

Dr. L. K. Hyher, m.l.a. 


Written memorandniu of Mr. C. E. Riishton, CMef Engineer and 
Secretary, PnBlic Works Department, Irrigation Branch, Burma. 

Q. 15. — The charges levied for water supplied bj’ any irrigation work 
' in Burma form part of tlie ordi7iary Jand revenue of the countiy, and zro 
assessed by the civil administrative officers after lengthy settlement in- 
vestigations which may last from three to five years. 

It is laid down that the assessment should include the full value of the 
use of the water to the occupier on a commercial basis, so that a higher 
proportion of profits can usually be taken as revenue and still leave a 
considerable improved margin for the cultivator. 

Canals in Burma are constructed for the irrigation of rice fields, where 
a very large volume of water is necessary. The labour rates in Burma are 
higher than in India. These two factors explain the high cost of the 
canals compared with the area benefited. 

It is difficult therefore to ensure that such irrigation works shall bo 
productive, which under the present rules means that after payment of 
all running expenses full interest on capital expenditure should be recovered 
in addition to whatever purely land revenue may have been imposed. 

Practically the rule applies that the combined land revenue and water- 
rate shall not exceed one-fifth the gross produce of the land. 

In past settlements, in the case of major canals, it was customary to 
levy separate rate for land and water revenue. 

The area irrigated was divided out into price tracts and again into 
soil fertility classes based on accessibility, etc., and outturn of the land per 
acre; on these data the rates for land revenue and water were assessed. 

In the case of the Mandalay Canal, for instance, one-sixth of the gross 
outturn per acre was fixed as water-iate, and one-sixth of the net out- 
turn as land revenue. Of the latter, however, one-third was allowed as .a 
further credit to irrigation. 

These separate rates involve great labour and, to simplify matters, in 
all recent settlements the assessment is based on a consolidated rate for 
both land and water, of which a percentage roughly based on the formula 
in the statement attached (Appendix J) is credited as the water-rate. 

In the case of klandalay and Shwebo Canals, this percentage of the 
gross demand works out at 76 per cent and 83 per cent respectively. The 
percentage of net yield per acre on which consolidated rates have been 
fixed in the case of the Shwebo Canal is 39 and 34 per cent in the two 
varying tracts, and 30, 33 and 38 per cent for different assessment areas 
of the Yeu Canal. 

In the table attached (Appendix II) the mean working results for 
the four major canals in Burma for the years 1921-22 to 1923-24 have been 
tabulated. The figures show that three out of the fotir works are 
unproductive. 

It must be remembered that when it is necessary to levy water-rates, 
the proportion of land taxation it is possible to levy towards the general 
administration of the country is perforce small as compared with that paid 


JsTote. — For the Questionnaite and Annexures, see Vclumc ITI — Evidonae. 
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on secured areas olsewliero, and it is open to question if the ideal to bo 
aimed at should not include a sinking fund for the repayment of the 
capital expended u'itliin a period of- 25 to CO years, according as the fer- 
tility of the canal tract in question would admit of enhanced rates. 

A private landowner in Upper Burma paying the Government duos can 
rent his land producing say 40 to 45 baskets per acre for a return of 15 to 
20 baskets, or on a iJi'ofit-sharing basis of half profits with his tenant each 
paying half share of revenue. It is open to question, therefore, ’ when 
largo sums of money are spent on irrigation works for the honefit of the 
few, whether the Govmrnmeut demand should not be pitched higher. Under 
recent sottlomonts, full notice has been taken of the rise in labour rates 
bi'ought about by the war, and the owners’ labour has been included at a 
valuation. On the other hand, insiilficicnt consideration has boon paid to 
the very great increases in cost of upkeep of all irrigation works, as the net 
outturn per acre is based on the average value of paddy during the i^ast 
20 years rather than on the increased average value of late years. 

It may, therefore, bo said that in general the charge for water supplied 
for irrigation in Burma is not adequate and that — 

(1) Every irrigation work, major or minor, should bo made to pay 
as far as possible the full cost of supplying water including interest on 
capital invested. 

To ensure this as f,'',r as possible the consolidated rate should bo levied 
as at prasont up to a limiting point of one quarter the gross produce. 

(2) Any canal that under the present very reasonable .s 5 -stcm of assess- 
ment pays more than its. maintenance and interest charges, the balance 
should be treated as a fair commercial profit to cover losses on unproductive 
worksi 

(3) Irrigation works should bo credited with the revenue they bring 
in, so that pressure can bo brought to boar on tho staff to work them at 
their maximum ofiiciency. 

(4) To charge by volume will make no discrimination for soil class 
for thirsty and poor land as against fat and rich land, and is not recom- 
mended in Burma where tho variations are groat. 

(5) No. 

Q. IG. — ^Whon land is brought under irrigation it nlw.ays increases in 
value. If a reasonable return is taken bj’ Government in full settlement of 
interest charges and cost of supplying water, there seems no reason to 
deprive tho owner of tho rise in value of tho land into which ho likewise 
must put labour and capital to make it take irrigafion and close cultivation. 


Arrr.NDix I. 


Approximate fonnala for sharing consolulaled assossment between land icvcnue 

and w.ator-ratcs. 


(ft) Old land revenue in unirrigated traels. 

(b) New do. do. 

(c) Percentage inorcasc. 

(d) Gross demand (now), irrigated tracts. 

(e) Old land share (i.c,, Land Eevenue credit of Land Eevenue) in irrigated traota. 
(/) Cost of Land Revenue staff in irrigated tracts. 

(y) Cost of oolleotion (Thugyi’fi commission) in irrigated traota. 

(/i) Cost of Land Revenue staff in dry tracts. 

(i) Cost of eolleotion in dry tracts. 

(j) Percentage cost in dry traels = — 

Qc) Reduced cost of colleeling dry revenue in irrigated tracts = (e -}- o) xJ — 


(Z) Reduced cost of collecting old irrigation revenue = f -f- g — k. 
(m) Old gross dem.and in irrigated tracts. 

(«) Reduced cost of ooileoting new irrigation revenue = 1 X — 

m 


(o) Revenue on irrigated land in irrigated tracts. 


(p) Irrigation share = d — (e -{- 


e X 0 


)-n. 


100 
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Api>endix II, 


' Mean worldng rCBiillB of the four Major Canals in Burma for the three yeais 

1921-22 to m3-24. 


Irrigation system. 

(1) i 

Gross reve- 
nue from 
tbe system. 

(2) 

1 . ! 
Cost of main- 
taining the 
system ex- 
cluding 
interest. 

(3) 

Net income 
from tbe 
system. 

(i) 

1 Capital cost j 
j of the 

system on 
\ the 31st 
March 1924. 

(6) 

1 

I 

i llalio of 
columns 
(4) to (5). 

(6) 


ns. 

KS. 

ns. 

RS. 


Mandalay canal 

4,05,585 

1,90,001 

2,15,581 

57,70,227 

3-74 

Shwebo canal . . 

8,59,428 

3,49,942 

6,09,486 

62,36,076 

8T7 

Teu canal 

2,56.575 

2,05,251 

50,321 

59,15,324 1 

0-86 

Mon canal 

3,13,926 

! 1,64,268 

1,89,658 

63,87,383 

2 97 

Total . . 

18,64,611 

8,99,462 

T 

9,65,052 

2,43,09,010 

i 

3-97 


Bote. — T he Shwebo Canal is the only system rvhich is able to meet the interest 
charges calculated at 4 per cent on the capital invested. 


.Mr, J. D, STITART, A.MXC.E., Hangoon, was examined on 

* Mr. Biushton’s written memorandnm and g’ave oral evidence 

as toliows : - 

Dr. Ryder. Q. — When did j'ou give up the system of charging sepa- 
rately for water and institute the combined S5’stem? 

A. — It has only lately been decided to give it up and the other has 
not really come into force yet. We have four canals built with the funds 
of the Central Government, and in those canals the system of separate 
water-rates is still in force. They are classed as productive, but as a 
matter of fact, only one is really productive. Two new settlements have 
been made and in those the combined watei*-rate has been provided for but 
has not come into force yet. 

Q. — ^^Vhat rate of interest must these canals pay in order that they may 
be productive? 

A. — 4 per cent. 

Q. — ^Vhat is the rate of interest at which you borrowed the money? 

A. — 4 per cent. All these canals were constructed before the war. The 
canals have since been purchased by the Provincial Government. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^Is it not a fact that if 
you want to construct a canal now, you must guarantee to the Govern- 
ment of India that your productive rate would be 6 per cent? 

A. — ^I think so. 

Dr. Ryder. Q. — ^In paragraph 3 of the paiier, you say; "Canals in 
Burma are constructed for the irrigation of rice fields where a very large 
volume of water is necessary. The labour rates in Burma are higher than 
in India. These two factors explain the high cost of the canals^ compared 
with the area benefited.” Do you mean to apply this to the original cost 
as well as to the running costs? 

A. — Yesj because, the canals have to be made much larger than those 
for wheat cultivation so as to carry the extra volume of water i-equired 
for rice cultivation. 

Dr. Paranjpye. Q. — ^W^'ere these canals constructed as famine works? 

A. — ^No; they are constructed as productive irrigation works. 

Q. — One of the canals — ^the Yen canal — ^pays less than 1 per cent on 
the capital invested? 

A. — ^Yes; it is a new canal which has not been in action very long and 
I think it will show a considerable improvement soon. 
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Q. — ^TJio Mon canals also pay very little? 

A. — ^I’lic jMon canals were particularly expensive canals to construct as 
considerable engineering difficulties wore involved. 

Q. — Were not tlio estimates jiroporly jnado? 

A. — The fact of the matter is that the revenue has not boon as uiuch 
as was expected. The actual cost of the canal was about the same as the 
revised estimate. 

The Presidciii. Q. — I see from the Administration llei)oit that no share 
of the land reveinio has yet been credited to the Yen canal project, so that 
it would be more productive than ai)pcnrs from the figures. 

' A. — I think it has now been arranged that the .share is to be credited. 

Dr. Paranjpyc. Q. — Do the canals servo lands which wore absolulolj' un- 
productive? 

A. — There is a certain amount of rain; but it is very i)rccnriau.s indeed 
to grow any crops in these areas without irrigatioji. They could only 
grow dry croi)s like sesamum, maize, beans, etc. 

Dr. Uyilcr. Q. — Altogether on these four canal.s about 2.J crores of 
rupees have been spout. Do you know how much was spent on the canals 
which are unproductive for which no capital account is Kept? 

A. — Practically all of them, if not all, are old Burmese works which 
have been taken over by the Govciaiment ami we really do not know what 
the capital expenditure was. 

Q. — You .say “In the case of the Mandalay canal, for instance, one- 
sixth of the gross outturn per acre was fixed as water-rate and one-sixth 
the net outturn as land revenue”. What does the tenn “not outturn” mean?. 
Is it tlie same thing .as “not assets” as used in India? 

A. — The value of the produce of the land after deducting all the 
o.xpenscs of cultivation. 

Q. — Is labour included in the expenses of cultivation? 

A.— Yes. 

Q. — The cidtivator’s own as well as hired labour? 

A. — I cannot go into the details, because it is worked out hj’ the 
sottlomcnl olficors. But that is the general idea, 

Q. — ^When you say “net assets”, would that bo the same as the lotting 
value of the land? 

A.— No. 

Q. — There is no sinking fund Avhatcvor. Would j’ou like to have 
a sinking fund? 

A. — I do not think so myself. 

(J. — I think the Government of India have instituted a sinking fund for 
their works. 

Sir Percy Thoinpson. Q. — You say “One-sixth of the gross outturn per 
acre was fixed as water-rate and one-sixth the net outturn ns land revenue” ; 
and you say you would take the combined rate. Do you know what the 
proportion of" the net outturn is to represent the water plus the land? 

A. — I think it is one-fifth. 1 might explain that in fixing those fates 
the average cost of paddy is taken for the last 20 years. Looking into 
tlie Settlement Boport of the Siiwebo district 1 find the rates are based on a 
price of Rs. 101 to Rs. 96 per 100 baskets of paddy. 'That is the average 
taken for 20 years. The actual average for 11)19-22 is Its. 1<12 to Rs. 148 
per 100 baskets. So really our rates are calculated on a value of the produce 
which is very much lower than fho actuals. 

Dr. llydcr. Q. — 'I’hen there are normal years, years of scarcity and 
years of high prices. 

A. — ^Before 1919. during the war, the price of paddy was controlled. 
Since 1919 wo got the actual value. 

, Q. — ^You say a private laud owner in Upper Burma paying the Govern- 
ment dues can rent his land, producing say 40 to 45 baskets per acre, for 
n return of 15 to 20 i)askcts. That is the landlord’s share, is it not? 

A.— Yes. 



Q. — When ho routs his hind for 15 to 20 hnshcts of rice, does tho 
landlord pay anything or docs ho pass it on to tho tenant? 

A. — ^Tho tax is, assessed on tho owner of tho hold. 

Q. — If ho lots his land to another man, does ho pay half and tho 
tenant iiay another half? > 

A. — That is a niattor for private arrangoniont ; wo don’t collect like that. 

Q. — I’ho landlord may nominally pay. lJut does ho nltimatoly pass it on? 

A. — Govornmont only collect it from one man. 

Q. — You say under recent sottiomonts full notice has boon taken ol 
the rise in labour rates brought about by tho war and the owner’s labour has 
been included at a valuation. Tlint is to saj’-, in tho calculation of tho 
net outturn you make allowance for tho cost of labour? 

A. — ^Yes. 

Q. — That is of tho cultivator himsolf? 

A. — Yos: tho oxponsos of the cultivators have*, gone up and a suflioiont 
margin is allowed in sottlomont, but nothing is allowed for tho incroasod 
cost of tho upkoop of tho canals. 

Q. — ^Don’t you think that No. (2) of Mr. llushton’s principles works 
unfairly in tho case of iiooplo who have bettor facilities for irrigation and 
who make uso of canals? 'i'hcy have to sulFcr in order that tho unproduc- 
tivo works may bo made remunorativo. 

A. — ^1 think that is quite a wrong principle. 

The Fresideni. Q. — ^I'horo is no proposal uudor (2) to raise any more 
rovouuo to got a surplus for tho canal system as a whole. 

A. — ^Yos; if the bare cost of supplying water, including interest on 
the capital invested is charged on each canal, it will bo very unfair. Those 
on the Mon canals would have to pay two-and-half times tho rate that they 
pay on tho Shwobo canal. 

_ Dr. Ryder. Q. — Supposing these recommendations are accepted then 
you will have varying rates? 

A. — ^Ycs. Tho rates aro based on tho quality of tho soil, accessibility 
to markets, otc. I think that is tho fair method. 

Dr. Faranjpye. Q. — ^Havo you got any schemes for canals which liavo 
not yet been built? 

A. — Wo have no schemes for largo canals. Wo have schemes for 
oxtonsions. 

Q. — ^Is there any jiossibility of now sources? 

A. — ^Thoro is scope for moro irrigation, but it is extraordinarily difficult 
to got water to those areas. 

Dr. Ryder. Q. — ’With regard to this formula for sharing the consoli- 
dated assessment between land rovouuo and tho water-rates 1 take it tho 
symbols refer to tho lettering of tho items. You have no experience yet of 
the combined system of land rovonuc and tho water-rates? 

A. — ^It is- in force on tho old Burma canals. Tt is only in canals 
construclod with loans from tho Central Governmont that separate rates 
aro in force. That was necessitated by tho Govornmont of India rules. 

Q. — What is tho advantage of tho consolidated system? 

A. — ^It is much simpler. 

The Roii’hle Surdar Jogendra Singh. Q . — ^Don’t you think it fairer? 

A. — 1 do not know about that, i think it will come to very mucli tho 
same thing. Tho rovouuo people arc anxious to have it. 

Dr. Ryder. Q.-yAs regards tho village hoadmon they got 25 acres free 
of rent and there is no water-rate charged? 

A. — do not know if they are clmrged. 

The Ron’hJe Sardav Jogendra Singh. Q. — ^Regarding tho fixing of one- 
sixth share, you take tho gross produce and go into tho question of costs. 
Supposing one-sixth is for land revenue and wnter-jate, what proportion 
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•will you fix for the cost of cultivation? Taking these two charges, what 
is the balance left per acre P How many baskets P Have you got any figures 
about that? 

A.— No. 

Sir Percy Thom 2 )son. Q. — Is one-sixth of the gross outturn a correct 
system P You might bo charging very high with jregard to land which is 
scarcely benefited by tho water whereas in lands whore the water means 
everj'thing you will bo levying practically .the same rate. 

A. — This principle has been suijorsoded bs' new orders. 

Q. — The ratio to tho not yield varies from 30 to 39 per cent. Ajre 
you only taking 30 to 39 per cent of the benefit conferred by tho applica- 
tion of water? 

A. — ^Yes. 

Q.-yWhy should the cultivator hayo tho other 61 per centP Surely 
theoretically tho State is entitled to the whole. 

A. — ^We must leave something for the cultivator. 

The llon’bh Sardar Jogendra Singh. Q. — You are quite sure that the 
increase is mainly duo to irrigation p 

A. — ^Yes. 

Sir Percy Thompson. — 30 per cent of the old j’icld represents the 
old land revenue. 30 per cent of the now yield represents the now land 
revenue plus tho Avator-rate. Thoroforo tho amount attributed to tho 
Avater-rate is 30 per cent of tho inci'oased yield. 

The J^rcsident. Q. — Supposing you had a piece of land yielding Rs. 100 
before irrigation, land revenue before irrigation may be Es. 25. After 
irrigation the yield is Rs. 150. Then j’oxi can take one-third or a higher 
lAroportion of tho profits? 

Sir Percy Thompson. Q. — Not only is the net assets higher but the 
pitch of land revenue is also higher? 

A.— Yes. 

Q. — Supposing tho net increase is from 100 to 200, you take 36 per 
cent of 200? 

A. — ^Yes. 

Q. — ^The effect of tho nexv system AA'ill lie that you will have varying 
rates of land revenue all over tho proAunco. Is not that a mistake? 

A. — ^They vary very much and vary from district -to district. The 
soil is divided into different classes, 

Q, — ^But the percentage is purely an arbitrary percentage. 

A.— Yes. 

The President. Q. — Is not tho percentage taken on tho net profits of 
the irrigated land? 

A. — It is reckoned on tho net yield per acre. 

Q. — ^What I cannot see is Avhy there is not some fixed percentage? 
Why should you take 39 from one and 30 from another? 

A. — Well, I have not gone into this. I expect it is duo to variations 
in the quality of the soil. 

Q. — ^That factor Avould already have Avorked itself out. 

The Maharajadhiraja Bahadur oj Burdwan. Q. — ^What is meant by 
combined land revenue? 

A. — ^It means the total of land revenue and water-rate. 

Q. — Suiqiosing a man has a gross produce of Rs. 100. Under this he 
Avill pay Rs. 20 u'hich Avill be combined land revenue and Avmter-rato? 

A.— Yes. 

Q. — ^How do you arrive at the water-rate from that? In other parts 
of India one is accustomed to hear land revenxie being fixed at 60 per 
cent of the net. 

A. — Over the canal ai’eas Avhere Ave have combined rates land roA’^enxxe 
is assessed at rates at Avhich it maj' be expected to be if it xvere not under 
irrigation. The balance is credited to the irrigation xvork. 
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Q.— It Tvill 1)6 one-fiftli of .the gross produce, 
produce, Rs. 20 will be land rev^euue, 

A. — ^Tlaat is the maximum. 


If Rs. 100 is the gross 


Sh- Percy Thompson. Q.— If fix your land revenue at Rs. 14 and 

then find the water rate should be Rs. 10, you cut it down to Rs. 6? 

A. — ^As a matter of fact, the combined revenue is never anything like 
one-fifth. 

The Maharajadhiraja Bahadur of Burdxoan. Q.— How much of that 
wotild be charged as land revenue and how much would be water-rate? 


A. — ^The revenue authorities estimate what the land revenue woTild 
be for that tract if it had not been irrigated. That is taken as land 
revenue and the balance is credited to works. 

Dr. Byder. Q. — ^I will read to you the present procedure; ■ 

“Those who would assign the department only a commercial credit 
recognise three elements of the demand corresponding to what have been 
termed the dry rate, the water-rate and the wet rate. The dry rate is 
the rate on land in its unirrigated aspect which by general agreement 
should be levied as a flat rate and credited to land revenue. The water- 
rate is the direct payment to the irrigation department for the use of 
water corresponding to the payment known in the Punjab as the occupier's 
rate. This should represent the commercial value of the water. The 
wet rate which corresponds to the payment knomi in the Punjab as the 
•owner’s rate represents the land revenue due on the enhanced produce 
resulting from the supply of water. These terms are in themselves ambi- 
guous and have in fact been used at difllerent times with different meanings, 
so that the uncertaintj' attaching to them has confused the issues which 
in themselves contain sufficient difficulties. It appears convenient there- 
fore to obviate confusion by adopting the terms “land share”, “water 
share” and “soil share”. The land share is the share of revenue due to 
the land alone quite apart from irrigation and corresponds to dry rate. 
The water .share is the share of the revenue which represents the com- 
mercial value of water and corresponds to the water-rate. The soil share 
as explained more fully below, represents the superiority of certain soils 
and corresponds to the wet rate. Hitlierto, on major works in Burma, 
as in some Indian provinces, it has been found desirable to distinguish 
between the share collected as water-rate which is credited directly to the 
irrigation department and the share collected as land revenue which is 
credited at least in tlie first instance to the general revenues. It seems 
unlikely that this distinction would be so general if it were merely artificial 
and served no useful purpose. There is in fact a I'eal difference in the nature 
of ‘the two payments, and there is a practical advantage in distinguishing 
between them. .Suppose that each of the two plots of land, one irrigated 
from a Government source and the other un irrigated, yields 50 baskets 
of paddy. In the one case Government has contributed nothing to the 
yield, in the othei’ case juiblic money has been spent; the State has thus 
become a partner in the woi’k and would seem entitled to a larger share 
than the land revenue alone. The payments to Government by occupants 
of irrigated land clearly contain two elements ; the payment on account 
of laud revenue and a payment for the services I’endered. _ Confusion of 
these elements in practice encourages a confusion of principle^ which in 
the long run is prejudicial to the interests both of the community and of 
the individiial cultivator.” 

A. — That applies only to major canals. _ T was speaking of minor 
canals. On the major canals we have _what is called increment of land 
revenue and that is credited to the irrigation department as well as the 
water-rate. That is only on the major canals. In the case of the min.or 
canals, the rate that Avould be charged had .there _ been no irrigation is 
reckoned* as land revenue and the balance goes to irrigation. 

The Maharajadhiraja Bahadur of Burdwan. Q. — What is meant by a 
basket ? 

A. — ^A basket holds ‘about 9' gallons. 

f 

The Presidexit. Q.— Is it not a defect of the present system of com- 
bined rates that y&u cannot raise it within 20 years? 

A. — ^Yes, 
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Q. — do you charge for a second crop? 

A. — ^Tliere is a special rate laid domi. Tf the usual double crops are 
cultivated there is no reduction'. 

Q. — Do you have any croio rates? 

A. — ^Yes, there is a distinction between different crops. 

Q.— That is, where the combined rate is not in force? 

A. — ^Nolr entirely so, valuable crops such as betel gardens are assessed 
at liigher rates where there is a combined rate. 

Q. — ^This elaborate calculation of land revenue is for the i)urposes of 
determining the rate and Appendix I is to see if things are paying. That 
is purely a book transaction? 

A. — Yes, it is a book transaction. 

Dr. II]/( 1 cr. Q. — Do you got any drainage rates? 

A. — do not think wo have any drainage rales as far as I know. 

The Prr,<iidei)t. Q. — You credit the income from fisheries to the canals? 

A. — Yes. We have fisheries on the canals and get a small revenue, 
but only from fisheries connected with irrigation works. 

Q. — You do not got land revenue on the ground that lands which have 
boon never used for cultivation before the canals wore introduced, have 
since been made fit for cultivation. Have 3-011 got, lands in tliat situation.^ 

A. — I do not think that there arc 0113- lands which have never been 
xised for cultivation on our canals and wo ontv get enhancement of land 
revenue. 

Q. — Apart from onhancomont of land revenue, supposing 3-011 turn 
a desert into cultivable lands, should not the canal establishment take 
all the land revenue? 

A. — Yes, I certainly think so. 

Dr. Under. Q. — Supiiosing land is not irrigated, but derives watc! 
from seepage, do you got any share of the extra produce? 

A. — To some extent in the cn.se of tanks — there are one or two large 
tanks — wo do obtain icvo'nuo from areas which derive benefit from seepage. 

Q. — How do you obtain credit for embankments? 

A. — That has lately been taken as 50 per cent of the land revenue. 

Dr. Daranivye. Q. — Have 3-011 got any well irrigation in Burma? 

A. — No. Pooiilc' irrigate their betel gardens by drawing water from 
wells or rivers, but the area is very small. Really speaking, there is 
no well irrigation for crops. 

The President. Q. — Mr. Rnshton sa3’s in his note: “It is open to 
question if the ideal to bo aimed at .should not include a sinking fund for 
the repayment of the capital expended within a period of 25 to 60 5-oars 
according as the fertilit3- of the canal tract in question would admit of 
enhanced rates". Ho is oppo.sod to the idea of a betterment tax. Would 
not a betterment tax practicalh- amount to the sinking fund which is 
suggested ? 

A. — I think it would. 1 poi-sonalb- do not agree with Mr. Rushton. 
T think it would lie proper to take a portion of the increase in land values. 
As it is, there is a tremendous speculation in land when the now canals 
are started and the Government gels absolutoli- no benefit from the in- 
eroased value of the land. 

Q. — I have got -here five propositions prepared on the replies received 
from the Punjab witnesses, and I shall read them to 3-011. You will 
kindl3' tell us if I’ou agree to the proposition. The first is “that the 
irrigation enterprise should bo treated as a whole, the more favourabh' 
situated schemes paying for the others”. r 

A. — I cannot agree to that. Each canal must bo considered on its 
merits. Peo2)lo who live on the less expensive canals should not be taxed 
for the purpose of making up shortages of revenue on “the more expensive 
canals, 
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Q. — Mr. Eiisliton does agz-ee to that, I take it, as he says, that “if any 
canal under the present very reasonable system of assessment pays 
more than its maintenance and interest charges, the balance should be 
treated as a fair commercial profit to cover losses on unproductive worhs”. 
You don’t agree with that? 

A. — agree that a canal should make as much profit as it can, but 
not particulaidy for the pux’pose of financing the unproductive works. 

Q. — ^The second proposition is "that the rates should be uniform”. 
You could jiot do that under consolidated rates. Do you accept this 
proposition p 

A'. — That of course does not apply to Burma. 

Q. — ^The third proposition is "that the supply of water should, roughly 
speaking, bo so regulated that each man should get enough for an average 
rotation of crops and no more”. What plan have you got here? 

A. — ^Practically the whole of our irrigation is paddy, and it requires 
a lot of water, and all that we do is to see that fields have sufficient water 
to provide a slight flow. Tf water .stands in the field, it gets hot and 
the crops are spoiled. 

Q. — ^You cannot work the duty? 

A. — Yes. The duty foi- paddy is something like 60 to 70 acres per 
cusec. 

Q. — The fmxrth proposition is "that the charge should vary with the 
crop in order (a) to eiialde the raiyat to pay most when he has most money, 
and (b) to take for the Government a share of special profits”. Do you 
•agree with this? 

A. — I thinlc the proposition is a sound one. 

Q. — ^The last proposition is that "the rates should be raised periodically 
with reference to prices”. You should not use them to balance your 
budget spasmodically ? 

* A. — think it is very sound. 

The Hon’hle Sarclar Jogendra Singh. Q. — Don’t you think the propo- 
sitions just mentioned are in the nature of a counsel of perfection. Is 
it not so, for itistance, the system of penalising one part that pays well 
to cover the loss on the other? 

A. — would certainly not put uji rates in order that people living 
xipon an expensive canal may make it pay; at the same tirne I would not 
reduce rates on an inexpensive canal simpl 3 ' because it is inexpensive. 
T do not think there is azij- reason whj’ people who live on an inexpensive 
canal .should not pay full value for the water supplied to them. 

Q. — Your position is quite different from that of the Punjab where 
there is no rainfall and the demand for water is greater than here. There 
is plentj’ of rainwatei here and irrigation is only a suixplement. 

A. — speixt six years in the Punjab. I know that we get a bit more 
rain here than in tlie Punjab, but not very much. In some years you 
could not grow an^' crop at all without irrigation, but in others you could 
grow a fair crop. 

Dr. Hydcr. Q. — ^Have you got anj- irrigation in your dry tract area 
which resembles tlie conditions in Bihar and the United Pro^unces, In 
Upper Burma, have you got any such irrigation? 

A.~Yes. 

Q. — ^Do you pay anj’^ compensation to the private people whose works 
are ruined because jmu have constructed the irrigation works? 

A. — ^Uhder the Canal Act, compensation is to be paid, but as a matter 
of fact, I have no recollection of any private work being ruined by the 
construction of irrigation works. 

The IlojdhJe Sardar .Jogendra Singh. Q. — ^You know bdth the conditions 
of the PuJijab and Burma irrigation xvorks, do you think the conditions 
are similar or that ideas originated in the Punjab could be .applied here? 

A. — ^No. - The irrigation conditions are quite different in the two 
provinces. 

VI-.2 
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Mr. H. 31. STEVEKSOSr, I.C.S., Commissioner, Tenasserim 
Division, Biirma, was nest esamined. 


Written memorandum of Mr. Stevenson. 

The minerals mined in this Division are tin and wolfram. The follow- 
ing is the actual taxation levied at present on minerals won, apart from 
income-tax ; 

Prospecting licenses — 

(1) Boyalty at the rates specified in Schedule A in Part lY at page 

19 of the Mineral Concessions Manual, and 

(2) acreage fee at the rates laid down in letter No. 1018-1058 /llM-78, 
dated the 29tli July 1923, h'om the Officiating Secretary to the Development 
Commissioner, Burma. 

Mining leases — 

(1) Boyalty as undes- prospecting licenses. 

(2) Minimum dead rent at the rates specified in Schedule C at page 

20 of the Mineral Concession Manual. ’ 

(3) Swifarr rent — see Schedule D on page 20 of the Mineral Conces- 
sions Manual. 

In addition to the above, under Rule 10 of the rules relating to the grant 
and use of water in mining operations notified under Section 79(1) and (5) 
of the Burma Canal Act, 1905, an acreage fee may he charged subject to a 
maximum of one rtrpee an acre and a minimum of annas four. 

Tlie amount of rovalty fluctuates with the market value of the miner- 
als which is ascertained telegraphically both for wolfram and tin. The present 
rate seems reasonable. Acreage and surface fees are l.aid down with regard 
to local conditions. , Fi-om the above it will be seen that the taxation of 
minerals is based on rne actual value of the minerals won and keeps pace 
with market fluctuations in value. It does not seem necessary in the 
circumstances or possible to enhance existing taxation. 

There are no private mines in the Division, nor are private mineral rights 
recognized under the revenue law. 


Mr. Stevenson gfave oral evidence as follovzs 

The President. Q. — ^You have been asked to . explain to us the whole 
system of administration of minerals? 

A.— Yes. 

Q. — ^You deal with wolfram and tin? 

A. — ^Yes, also with oil shale. 

Q. — Can you tell us about the ruby mines? 

A. — No. There are deposits of oil shale in the Amherst district and there 
have been manj^ applications for prospecting licenses. I think some of 
them have been granted. 

Q. — I do not understand how shale oil is extracted. 

A. — ^I am sorry I cannot give you any information about it. The 
industry has not started as yet. The taxation is on the gallon. 

Q. — That also pays Government excise? 

A. — ^Yes, on export. 

Q. — ^It is an excise duty? 

A. — Yes, it would be the same as on oil. 

Q. — ^As_ regards tin and wolfram, you have two ways of taxation, one 
is prospecting licenses and another is mining leases. Prospecting licenses, 
I take, are merely for the ijurposes of prospecting. 

A. — ^Yes. The last_ stage of a pro.specting license is practically undis- 
tinguisbable from a mining lease. They paj’ the same royalty. 
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Q. — Wlmt marks the change ? 

A. — prospecting license is given for a year or two, whereas mining 
leases are given for a term of 30 years or so. 

Percy Thompnon. Q. — How can j-ou pay royalty on a prospecting 

license? 

A. — ^Royalty is paid on the ore extiacted. There were formerly three 
kinds of licenses, one the exploring license, secondly the prospecting 
license and thirdly the mining lease. Now'-a-daj’s we" have combined ex- 
ploring licenses and prosj^ecting license.s - into one prospecting license. 

Q. — ^If a man prosimcls for six months and does not find any mineral, 
is he req^nired to pas' any royalty? 

. A.— No. 

Q. — ^If- he again were to prospect for six more mouths and finds some- 
thing, ho pays royalty? 

A. — Yes. 

Q. — ^Thon at the end of the jmar he is entitled to a mining lease? 

A. — ^He can get a rciiewal of the prospecting license if he wishes. 
Ho is entitled to a mining lease on the expiry of his prospecting license. 

The President, Q.— He applies for a license to prospect a considerable 
area or is there any limit of the area? 

A. — 50 -square miles is the ordinary maximum limit. UiJ to 1 square 
mile, the Collector is the aiithority to grant a license, from 1 to 5 square 
miles the Commissioner, and from o to 10 square miles the Develoinnent 
Commissioner (see page 12 of the Mineral Concessions faunal). 

Q. — They pay an acreage fee oiv the area licensed? 

A. — ^It varies from 2 annas to one rtipee per acre. That is laid down > 
by the Development -Commissioner, I think. 

Q. — ^Wlien does he actually begin work? 

A. — ^Permission to work follows automatically on the grant of the 
prospecting license. « 

Q. — ^Ho has got the solo right to work? 

A. — ^Yes. 

• Q. — You cannot allow two men to Avork on one and the same area? 

A. — No. The license coA'ers only one area and it gives mining rights 
over that area. 

- Dr. Paranjpye. Q. — Can a man who has got private lands go and 
prospect in his own lands? 

A. — No. He must have a license. I have not had time enough to 
look into the matter of tenures thoroughly. The system prevalent 
in Ui)por Burma is somewhat difi’erent from that in LoAver Burma. What 
do 3 ’ou mean by private land? 

Q. — I mean laud which is cultiA’ated by a man and for Avhich he pays 
land reAmnue. 

A. — ^What tenure do you hold for that land? 

Q. — For Avhich there has been settlement for over 20 years or so. 

A. — I think the mineral rights belong solely to Government; Govorn- 
inont has reserAmd all mineral rights for itself. 

Q. — Can Government giA-e licenses on such land? 

A. — I have mentioned in my note that Government has reserA^ed 
the mineral rights to itself. Tidien I Avroto that ansAver, I did not go 
deeply into the matter as regards both Upper and Lower Burma. Even 
Avhero j'on have perfectly free-bold laud in LoAver Burma, the minei’al 
rights are reserved to Government. 

Q. — I can quite understand if there is any mineral on the land, you 
will not alloAV him to work it unless ho imys a royalty, but as it is, 
if a man is using it for agi-iciAltural purposes and somebodj’^ comes and 
says that he wants, to prospect that land, Avill GoA-orninent give per- 
mission to that man? 
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A.— riiat haf. been provided for in our rules. Jf A has lands wliicli 
he ivas cultivating hiinself and B wants to prospect that land, he can 
come and apply to Governnient for a prospecting license, and then 
Government can acquire that land under the provisions of the Land 
Acquisition Act and give the license required. 

The Maharajadhiraja Bahadur of Burdwan. Q. — Supposing A has 100 
acres 'of land and he holds it for 20 years or so under the settlement 
prevailing in Burma, and B comes and says that A has got only the sur- 
face right but I am going to work underneath and I shall see that 
there is no damage to the land. What I want to get at is, do you have 
in Burma any cases in which people hold mining rights over and above 
the surface right? 

A. — do not know of any. In a recent case the same kind of 
question came up. A man applied for a license over some land which 
was in the ownership of some one else; the owner did not want to give 
it up for prospecting, and it was pointed out that we could acquire it. 
Government can give prospecting licenses, but it cannot give the' right 
to work. It would have to acquire the land (at the cost of the license- 
holder). 

Dr. Faranjpye. Q.— You say that Government would first acquire the 
lands and then hand over it to the man for prospecting? 

A. — Yes. 

Sir Percy Thomxjson. Q. — Suppose one wants to sink a pit in the land 
as an experiment, would you require the owner’s permission? 

A.— Yes. 

0. — ^It would be otherwise a trespass on the landP 

A. — Of course. 

The Maharajadhiraja Bahadur of Burdtvan. Q. — Just now you said 
that you had not considered the case about rent-free lands. You don’t 
have much rent-free land in Burma? 

A. — Not rent-free land. I was speaking of free-hold land. 

The Hon’ hie Sardar Jogendra Si^gh. Q. — Have you got free-simple 
lands ? 

A. — I can’t say. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^hly point is that the 
State owns both the surface and the underground rights. 

A. — That is not quite correct. In Lower Burma- you have what Ave 
call landholders’ rights acquired after 12 years. In the case of lands in 
LoAver Burma AA'hicli are thus held under landholders’ rights GoAmrnment 
has reserAmd the mineral rights. In Upper Burma the position may 
be different. Then much land is ‘bubabaing’, i.e., ancestral land which 
is practically a free-hold. The owners hold as long as they pay land 
revenue. 

Dr. Paranjinje. Q. — ^But it is quite easy for an occupier to exiAlore 
Avhother there are any minerals or not. 

A. — I think so. But he must evenUialls’ get a prospecting license. 

The President. Q. — ^'With regard to the question of priority, there is 
a A^ery strict rule that the license goes to the first applicant,' even though 
the concession is a valuable one. 

A.— Yes. 

Q. — ^The GoA^ernment cannot sell it by auction? 

A. — Government has an absolute right. It can do what it likes. 

Q. — Can you refer us to the rule and to any correspondence AAdiich 
has ensued on the subject? 

A. — ^Yes. Rule 23 of the Burma Minerals Concession Manual says that 
ill case of tivo or more applications affecting the same land the prior right 
to a license shall, subject to any order to the contrary which the Local 
GoA'ernment may in its discretion pass in any particular ease, be deem- 
ed to lie Avith the aiiplicant avIio being the holder of a valid certificate 
of apiiroval and after compliance Avitli the procedure prescribed by the 
rules shall liaA'e been the first to file his application with the Collector. 
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Q. — The' cei’tificiite of approral is merelj’ a formality? 

A. — Ln a way it is; but you can by it restrict those who go in for min- 
ing; we generally try to get people Avho have some money to lose. 

Q. — ^I’ho -first applicant gets it unless there are special reasons to the 
contrary. 

A. — That is so. 

JDr, Pamnjpyc. Q, — Are there any restrictions against foreigners get- 
ting these prospecting licenses? 

A. — Yes; we don’t allow them to come in. 

Dr. Uyder. Q. — ^The restriction in the case of foreigners applies only 
to tungsten and wolfram? 

A. — think it applies to all minerals since the war. Before that 
there was no restriction. During the war wolfram and tungsten were 
brought under restriction. ' 

The President, Q.— Actually, Government do not actually put these 
things uiJ to auction or to tender. 

A.— They have a free hand. All these cases are judged by priority 
of application, as a general rule. 

Q. — Does it not rather tend to this ; that all licenses fall into a 
certain number ol hands? 

A. — No; we have not found that to be the case so far; on the contrary, 
it has been a safeguard. 

Q. — ^You are talking of wolfram and tin? 

A. — Yes. 

Q.— I suppose you would not sell them by auction at the stage of 
prospecting license. 

A. — ^If- you were to tak.e up blocks of lands and put them to auction, 
it Avould be a different matter. 3'liat has not been done at all with regard 
to tin and wolfram. 

Q. — In oil? 

A.— Y think that has been done in oil ; I am not sure. 

Q. — ^Hasn’t the matter been a good deal discussed? 

« 

A. — 1 think so. 

Q. — You come to the stage of mining lease; can a man sell his right 
to the mining lease? , 

A.-- Yes, but not to foreigners. AVhether it is a prospecting license 
or a mining lease, the transfer must lie sanctioned by Government. 

Q. — Is royalty iiaid at the same rate as in the case of the prospecting 
license? 

A. — ^Y'es. 

Q. — And these rates are fixed by the Government of India or the Secretary 
of State? 

A. — ^By the Local Government, I think [rule 30 (iii)]. 

Q. — Could j’ou tell us what the royalties are for wolfram and tin? 

A . — 21 per cent on 'the sale value at the pit’s mouth of the metal 
or ore, convertible at the option of the Local Government to an equi- 
valent charge per ton to be fixed annually or for a term. 

Q. — ^You say that the market value of the minerals is ascertained tele- 
graphically. YBio from? 

A. — ^^Ve have just introduced this system for wolfram and tin; I think 
it is from Benang we get the price of tin. We get- that of wolfram from 
AVatson & Sons, Liverpool. , 

Q. — Do you think 2i per cent is as much as you can safely get? 

A. — ^Yes, at in-esent. 

Q. — You think that any higher rate would stojj mining? 

A. — I think so. In the first place thei-e is }io market practically for 
wolfram and for tin it has often been disappointing. 
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Dr. Ryder. Q. — ^Vhy is there no niarhet for wolfram? _ ' 

A. — Owing to the large stocks accumulated during the war and to 
China coming in as a producer. During the war we produced a few 
hundred tons with great difficulty and then suddenly China jumped in 
with a Tery large outpiit indeed. I would rather not give figures. 

The President. Q. — ^You clnu-ge a ^minimum dead rent and a surface 
rent. 

A.— -Surface rent is the same as acreage' rent. The acreage rent 'for 
prospecting licenses is practically the same as the surface rent for mining 
leases. 

Q. — ^Does a mining lease cover the whole area of a pi'ospecting 
license P 

A. — It may or maj’ not. 

Q. — ^What is the mmimum dead rent? 

A. — The dead rent is the minimum royalty. If you do not produce 
anything on which you can pay royalty, you pay your dead rent. - If 
your dead rent is, say, Rs. 100 and you pay Rs. 10 royalty, you pay 
a dead rent of Rs. 90. 

Q. — ^You have acquired either by jndvate negotiation or through Govern- 
ment a certain amount of land for your works. I suppose you pay land 
revenue on that. 

A. — ^I do not think that comes in at all. You have got j'our lease. 

Q. — ^That only allows you access to other people’s land, — assuming 
that there are other people? 

A. — ^No; most of the mining land is waste. 

Q. — There is no land revenue charged? 

A.— No. 

Q. — ^Is there a charge for the use of water? 

A. — ^That ■ has not been levied so far. 

Q. — ^Is there any local taxation of, mines? Do the mines imy any- 
thing towards the upkeep of the roads, for instance? 

A. — ^Not that I know of. 

Q. — ^Is there a land cess in this part of the country? 

A. — Yes. 

Q. — ^I'hat is not levied in mining areas? ’ 

A. — I do not think so. 

Q. — ^Is it purely on agricultural land P 

A. — ^I think so. 

Q. — The mining comimnies pay income-tax? 

A.— Yes. 

Sir Percy Thompson. Q. — ^1 am not quite clear about the surface rent 
you j)ay under the mining lease. Suijpose j'ou get a license to pros- 
pect over an area of, say, ISO square miles and you find some tin in 
one particular spot. You would take a lease, not for the 150 - square 
juiles, but for the place whore the tin is. Wliat is the sui-face rent? 

A. — ^Your lease would only cover what you require for mining. 

Q. — ^The surface that ordinarily would be comprised in the mining 
lease would be the surface which is necessai’y for the sinking of the pits 
and for the sidings. ^ 

A. — ^Yes. Generally a square mile or two is taken. 

Q. — ^The amount paid as surface rent is not veiw large. 

A. — It does not come to vei'y much. For the agricultural year 
ending 30th June 1924, the total royalties iir rents and fees from Tavoy 
was Rs. 77,650 and from Mergui, Rs. 38,117. 
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Q. — ^Presumably it is much more in the oil districts. 

A. — The royalty is eight annas per 40 gallons in oil areas. 

T/ic President. Q. — If a man or a company gets a lease or a prospect- 
ing license, can he or they keep it idle.^^ Is there no condition that they 
must work it? 

A. — They have to work it and they' are.supijosed to do so. It is a ques- 
tion that is likely to come to the front in the future. It has been a very 
great problem; and you get the same thing in oil. In oil, I think, 
wo have come to some terms. Yon mu.st allow a company' some reserve. ’ 

Q. — ^But yon could conceive a very difficult situation if a company had 
an oil-field situated in another place and obtained an area in Burma 
which they' wanted to lock up. 

It- — The question arises in Tavoy in this way. A private person gets 
a prospecting license who is entitled afterwards to , get a mining lease. 
Ho asks so much for bis rights that nobody can afford to buy' it. 

Q. — ^Is it not also i^ossible that a mining interest that had mines 
•Isewhere could keep competition out by' getting control of the land? 

A. — It can only do so by getting a prospecting license or mining 
lease. 

Sir Percy Thompson. Q. — Would they' have the right to renew their 
prospecting license? 

A. — A prospecting license is at first given for one year, you renew 
'it for another year and it is renewed after that until you get your min- 
ing lease. 

Q. — Can y'ou get a prospecting license renewed indefinitely? 

A. — You cannot hold a prospecting license for more than two years, 
foil will have to get a mining lease after that. 

The President. Q. — Does the Local Government keep .any mining 
experts? 

A. — I do ,not think so. 

Q. — Have you studied the bearing of the Devolution Buies on this 
question ? 

A. — I have had some acquaintance with the Indian Mines Act. 

Q. — ^The Local Government’s sphere is the develojnuent of miner.als and 
the Government of India control all mining oper.ations. 

A. — That is so. Under 'the Indian Mines Act we have no Inspector 
for this province. 

Dr. Hyder. Q. — Under the Indian Clines Act there was a Chief Ins- 
pector of Mines and some Inspectors of Mines under him for different 
.areas at the discretion of Local Governments. 

A. — ^But there has not been anybody specially for Burma. 

The President. Q. — ^Would it not bo the function of the Local Govern- 
ment to see that S' ate- property was not wastefully exploited? Have 
they any staff for the purpose? 

A.— TlieorofcicaJl.v, ,ves. I do not think there i.s_ any staff for the pu?-- 
pose. During the war when there was a boom in wolfram, we had a 
geological export, Mr. Coggin Brown in Tavoy'. He helped the local officers 
to administer the area. 

Dr. Hyder. Q. — Have you any' Mining Bo.ards in Burma? 

A. — There are none. There are Advisory Chambers of Mines in 
T.avoy’ and in Mergui. "They' are purely advisory'. 

Q. — ^I thought y'our Government ha^d the power to con.stitute one under 
the Indian Mines Act. 

A. — They have; but they have not constituted one yet. The Advisoiy 
Board is rather different from a Controlling Board of Slines, 
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Mr. S. A. SMYTH, C.S.I., I.C.S., M.L.C., Commissioner, ITorth- 
WestHorder Division, Btu'ma, wns neict enamined. 


Written memoraiulnm of Mr. Smyth, 

I li.ivo been requested by tlie Government of Jfiirnm jn ibo i'in.'inco and 
Rovenuo Dopartinouts to sulnnit niiswors to questions .‘}3 to 60, 96 to lO-l, 
119 and 120 and ]i7 to 162 of the Questionnaire of the Indian Taxation 
Enquiry Coinniittco. 

Refoio doiiiji so 1 nuist explain tlint my sorvieo has been confined Ic 
Burma and that my knowledge of conditions in India is slight. I would .also 
^ like to say tliat experience in llurma Im.s not impressed mo with the applica- 
bility of SVestorn ibeories of taxation to Ea.storn conditions. Western theories 
apply to an assumed individual idea of citir.on.sbip and economic attitude, 
which may l )0 prevalent in the west, but can hardly ho said to exist in 
Burma, llore it is foolish to expect that a change in the .sy.stem of taxation 
will be acceptable, because it is just and equitable; or that the people will 
.submit without complaint to new taxation, bccauso it is ncco.ssary for the 
State or oven for their own local amenities. Taxation is not con.sidered 
from the jmint of view of its object or ^itilily, but is regarded as a neces- 
sary evil, when it is direct and felt. Jlahit of jmyment is the chief mitigation ; 
and readjustment of tlio bunleii roii-e^ more opposition than support. 
For example, a few years ago the bringing of municipal taxation in Mandalay 
on to the equitable basis of rental values roused widespread and bitter 
opposition in the town. .\ tax is none the less regarded as an evil though it 
may produce benefits which far outweigh it. The difiicnlty of inducing 
resulcut.s of towns to -submit to a tax in order to secure such a ’necessity of 
life as a reasonable water siqiply fs well known. 

Indirect taxation, on tiie other hand, e.g., a customs duty, tliough il.s 
olfect on the community may be groat, excites ns a rule no comment, 
because it is not demnudod from the individual. Individuals who lake any 
wider view than tiioir own obvious and immediate iutcrosts are few. 

In regard to taxation, as in regard to other mnttci-s, it may therefore 
bo said that in Burma reason and justice go but a small way towards 
constituting acceptability. And_ as acceptability is one of the main 
considerations in ebaiigiug taxation, this fact must lie home in mind. 

. Comniissionovs have now lieen disas-oeinted in Ihirnui from income-tax 
administration and 1 am therefore not in a good position to advance opinions 
on that subject with reference to questions Iff to .oO. 'Fhe po.sition in Burma 
is, however, that a very substantial tax is iiaid by cultivatoi-s in 
the form of land revenue. Non-agriculturists with incomes of 
Rs. 2,000 and over pay income-tax. hut tho.so with iiieomes of les-s than 
Rs. 2.000 pay only the eaiiitation tax in Lower Burma, and the ihathamedn 
tax in Upjicr Burma. In theory, fhiifhinncdti is a tax on non-agricnltnral 
income and property; hut in practice there is no di.stinction of source of 
income, and indeed the tondeney is for the local assessors who distrihuto the 
tliathaiiicda demand to tax agrieulturist.s more highly than non-agricul- 
turists. Capitation lax in Imwor Burma is paid by agriculturist and non-, 
agriculturist .nliko: and its incidcuco per head of the population is on the 
average not dissimilar from tliat of thathawrdo. If land revenue is 
regarded as n tax — as I thinkj it must ho regarded — there is therefore a 
wide inequality between the direct taxation of agricidhurists and that of 
non-agricultnrists. The average agricultural income is nowliore in the 
neighbourhood of Rs. 2,009: in Upper Burma Rs. 200 would ho nearer tlie 
mark. Tliere is therefore a suitable field foi- taxation in nou-agricultural 
incomes below Rs. 2,000. But it seems to mo that the income-tax law is so 
complicated and difficult of administr.nlion that iti is iinpossihlo under it 
fully to exploit this field and that it will not he possible to reduce the 
income-tax exemption limit below Rs. .600 at lowest. Thi.s will leave 
untouched the majority of inconic.s and. unless the .system of assos.smont is 
made inore simple and summary. wil!_ moan much extra expense in 
administration. It will also arouse con.sidorahlo opposition: hut having 
regard to all this, I think it is the injnimnm sto]) which should ho taken 
towards equalization of agrionltural and non-agrienllnral taxation. 


N 
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The above may bo i-egarded as an ansvrer to question 40, and is, in my 
opinion, the most important reform required as regards income-tax. 

As regards qxicstion 38, T think that the principle vhich should bo 
adopted is that agricultural incomes from udiich'land rovenite is paid oxight 
not also to be liable to income-tax, unless the_ incidence of land revenue 
on the not income is less than the incidence df income-tax would bo, if the 
income wore non-agricultural ; and that the diffei'ence only shoiild be paid 
as income-tax. Subject to this, T see no objection to the subjection to 
income-tax of large agricultural incomes. T sec little object in differentia- 
ting between cultivating owners of land and non-cultivating owners; and 
the differentiation would be difficult to define legally and would easily bo 
evaded. ' _ 

The proportion of cultivators in Burma who make a profit of Rs. 2,000 
a year on cxiltivation is small, probably not more than 1 per cent in Upper 
Burma. 

I am in entire disagreement with the dictum in question 39 so far 
' as Burma is concerned. 

As regards question 33, experience in other countries has shown that 
rates of income-tax must be raised in case of necessity ; but 3 would not 
create necessity by abolishing other taxes except on very strongest grounds. 
In the absence of imperative grounds, it is folly to abolish a tax in the East 
with the idea of imposing a direct tax in its place. 

The question of graduation (question 34) seems to me to depend on 
average incidence. If average incidence is high, graduation will have to be 
much steeper than if it is low. Theoretically, a tax should be in proportion 
to resources and there should be no graduation ; but ms a matter of 
expediency, it is necessar 3 ' to graduate when the average incidence is so 
highj as in the absence of graduation, to cause hardship in the case of 
low incomes. I think that with the present incidence in India the existing 
scheme of graduation is probablj’’ satisfactory enough. 

The answer to qiiestion 35 must also, 3 think, be based on expediency. 
I see no ground of tlieory on which earned incomes should be differentiated. 
All incomes are or have been earned by some one at some time. For example, 
a pension is earned just as much as a daily wage. I would answer question 
36 in the negative. To question 37 I am not in a position to reply, nor 
to question 41. As regards question 42 I think that the prescription of a 
standard form should be confined to incomes of considerable amount ; and 
•that prescription should be by waj' of' making revision of assessment on 
appeal impossible, unless accounts in the standard form are produced, and not 
direct. As public opinion of the required stamp is in Burma for all 
practical purposes non-existent, I do not think that the devices referred to 
in question 43 would be of any avail whatever. As regards question 44, 
I think the convenience of tax-free securities outweighs the disadvantage 
referred to : and I think also that under the existing law in India adjust- 
ment is possible. I have no views on questions 45 and 46. As regards 
question ^47, I favon - the present system which .is simpler and iiroportious 
assessment to immediate capacity to pay. 

I agree with the view expressed in the first question in question 48. As 
regards the second, I doubt whether a tax will produce a change of mind in the 
inefficient spender : if it does not, he will explore other avenues of ineffective 
expense. As regards the third, there is no distinction in fact between 
necessities and luxuries. A luxury .to one man is a necessitj’- to another; 
and to the same man what is a lnxur.v to-das’ necessitj’ to-morrow. 

As regards question 49, excise duties are not advisable except when the 
source of supply can be controlled, e.g., an excise dutj' on meat, sugar, 
sweets, etc., could not be enforced except with a degree of trouble and 
expense quite disproportionate to the advantage gained. Subject to this 
as well as to demands for temporarj’ ixrotectioxx of nascent industries, and 
to the question whether the probable amount of tax i.s worth while, I see no 
objection to the imposition of an excise dutj’ on any article whether 
described as a necessity or a luxury, if necessitj’ should arise. In reply to 
question 50, the practicabilitj’ of graduation is a matter for investigation 
in each case. It ought to be ea.sy enough in regard to manufactured goods 
of well-recognised grades and descriptions. But graduation is, I consider, 
not a question of principle so much as of expediency, in derogation of 
the main jirinciple that taxation should be in proportion to resources : and, 
from that point of view, the' graduation of indirect taxation is of less 
importance than the graduation of direct taxation, 

VI-3 
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As regards question 96, a rent is based on tbe economic value of the 
property rented ndthout regard to the resources of the tenant : a tax is 
based on the necessity of the taxing authority combined mith the resources 
of the tax-payer. 

So far as Burma is concerned, land revenue is now a. tax and ‘not a I’ont. 
It is based on net produce, i.e., value of gross produce, less cost of 
cultivation, and approximates on theory to a non-graduated income-tax on 
agricultural income. Rents are, on the other hand, fixed by competitive 
value, which depends on net produce plus a_ number of other items, e.g., 
pressure of population, availability and relative profit of other occupations 
in the neighbourhood, etc. 

Land revenue is of high incidence on net produce value (25 per cent 
and more), but this does not alter its essential character as a tax and not 
a rent. 

The prosjoerity of the cultivator (question 97) is certainly affected by 
the land tax in the same way as the prosperity of every other tax-payer is 
affected by the tax which he pays: i.e., in proportion to the incidence of 
the tax on his income. I do not know .tbat there are any special characteris- 
tics in the condition of the cultivator which prevent taxes affecting him in 
the same way as other tax-paj’ers. 

The land revenue assessment certainly does not ignore (question 98) 
the ability to pay of the subject. The._ value of the net produce is a very 
good, though partial, indication of ability to pay in a normal year. 

The assessments in Burma are certain for a normal period of 20 years 
except when crops fail, when the revenue is reduced or altogether remitted. 
There are special arrangements to avoid sudden enhancements of revenue 
on the expii-y of the settlement. 

The i^resent system does not lead to oflficial tyranny and extortion. The 
tju'anny and extortion, where they exist, are dtie to the bad character of 
subordinate officials who would tyrannise and extort under any system. If 
a system could be devised in which it would not be necessary to employ 
subordinate officials, one would bo glad to hoar of it. 

The time of pa 3 'meut of revenue is carefullj’ fixed at the date most 
convenient for the cultivator and is always altered when shown to be 
inconvenient. 

The cost of collection is no doubt high — partly on account of the 
unreliabilitj' and inefficiency of the aforesaid subordinate officials, and 
partly on account of the elaborate precautions to prevent hardship to the 
cultivator in .bad seasons which the sj'stem entails. The figure of 20 per cent 
does not, I think, apply in Burma. 

In Burma the normal period, for which prices are taken, in arriving 
at the assessed average price on which assessment rates are calculated, is 
20 yeai’s. The inequalitj' resulting from settlements expiring at different 
times is therefore not so great (question 99) that it is worth while to take 
special measures to avoid it. 

The subsistence leA^el (Q. 100) is certainly far below Rs. 2,000. 
In Burma it coiild hardly be placed higher than Rs. 250, and in Burma 
the standard of living is much higher than in India. 

I do not think there is much more difficulty in ascertaining agricultural 
incomes in Burma than in ascertaining non-agricultural incomes. For small 
incomes there is probably less difficulty. 

I agree as regards fractionisation of holdings, being probably encouraged 
by exemption of low agricultural incomes, but I do not think that a tax on 
mutations is either desirable or would be effective to prevent fractionisa- 
tion. There is no means to prevent fractionisation other than an 
improvement of agricultural methods and the standard of living. 

I disagree _ with the dictum in question 102. Though the use of natural ‘ 
resources of high value (including freshly irrigated land) should be highly 
taxed, private property in them should not be prohibited. Property is a 
pecessary condition of enterprise as' human joature is now constituted. 
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Land revennc ivitliin niuniciiJal limits slionld bo assessed and levied by 
the same agency and in the same manner as outside municipal limits. The 
abandonment oi that field of taxation, which is a provincial and not a local 
field, to local authorities is inadvisable and quite imnecessary (question 103). 

There is no possibility of arrimng at the conqiarative incidence of land 
revenue on income from land in difteront provinces (question 104), because . 
no statistics of income from land are available. It is of -course possible to 
compare the revenue with population, occupied area, etc., but the result 
gives no idea of effective incidence. J5y a wearisome comparison of settle- 
ment reports, it is possible to arrive -at an idea whether a selected district 
in one xn’ovince is or is not more highly assessed than a selected district in 
another jivovince. But settlement methods vary so much from province to 
province that even this gives no certain result : and anything like an 
exact estimate of incidence on resources is altogether impossible. 

As regards question 147, what is wanted in Burma is a complete 
separation from the rest of India, at least so far as finance is concerned, 
and a payment to the Indian Govei-nmeut based on services rendered. This 
is in short the reiily to questions 147 to 159 j and the reason is that Burma 
is geographically separate from India, dissimilar to India in most ways, 
and cannot properlj' develop either politically or materially in association 
ndth India. 

To take the case of customs revenue. It can be quite easily separated 
from customs revenue in the rest of India ; it has a high incidence in Burma j 
and it can be largely expanded by provincial efforts towards improvement 
of -communications, etc. But why should provincial funds be devoted to 
objects from which the return in the shape of increased revenue will largely 
be appropriated bj' the Central Government? The vesting of customs 
x-evenue in the Central Government thus removes a powerful incentive to 
the development of the pi-ovince and the consequent expansion of the revenue 
itself : and this consideration alone seems to me to be a sufficient condemna- 
tion of the present position. 

As regards question 160, 1 think the principle of benefits should be 
adopted throughout as regards local taxation : that in regard to general 
benefits, e.g., roads, hospitals, etc., taxation should take the form of rates 
on immovable property of all sorts; and, in regard to particular benefits, 
e.g., lighting, water-supply, etc., or similai rates on those who benefit where 
possible. On non-residents xnakiug use of municipal amenities, and on 
residents in cases where the benefit cannot be dealt with by a rate jfi.g., 
use of bazars, etc.), it is of course necessary to impose tolls and fees. 
I am not particularly in favour of taxes on professions or businesses which 
•tend to bo vexatious and unfair in incidence. 

The pi-esent system under which Disti-ict Boards rely principally upon 
surcharges on land revenue is not satisfactory, and should be i-eplaced by a 
system of rates applicable to all classes of the population. The devising and 
putting into practice of such a system isj however, a matter of difficulty. 
The Provincial Government should certainly have the power of limitiug 
cesses on land revenue to the figure i-egarded as desirable in each case, 
and the limit should not be fixed by law but left entirely at the discretion of 
the Provincial Government. 

As regards^ question 162, I do not think one authority should be 
allowed to diminish the taxable resources of another by occupying free of 
tax, property, e.g., land, which would otherwise be subject to taxation. 
For example, 1 seo no reason xvhy land occupied by a cantonment, or 
municipal bazar, should not be subject to the payment of land reVenue 
or town-land rent, as the case may be. 


Mr. Smsrth gave oral evidence as follows 

The Prcsideni. Q. — ^You have i-ecently taken over charge of the post of 
Financial Commissioner p 

■ A.— Yes. 

Q. — ^You have sent us a note as Commissioner, North-West Border 
Division,, and you are prepared to give us as much help as you can on 
Mr. Lowry’s note as Financial Commissioner? 
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A. — Yes, .siihject to llie fad that. I mn not well ucquainlccl with the 
subject. 

Q. — On any iioinls which you might like to coiisider in detail, you 
can send us a '.separate note? 

A.— Ye.s. 

>Sh’ I’crcii Thompson. Q. — ^.1 iliink your point with regard to land 
]-evemio and income-tax is that incomes helwcon, .say, Jks. dOO and Its. 2,000, 
are very lighllj' taxed? 

A. — Xon-'agricnltural incomes between Its. oOO and Its. 2,000. 

Q. — That is treating land revenue as a tax? 

A. — Ye.s. 

Q. — Suppose there is a i)iece of land whicli i.s bringing in, say, an income 
of Its. 100, and the liability of the lajul to hiTid revenue is Its. 40, would 3‘ou 
Inu’ it on the basis of the income being Its. 100 or Its. GO? 

A. — 1 think it is still a tax in the satne waj‘ as tun’ other proporlj’ 
whieh is snltjcd to taxation, e.g., ti tax oti immovable jtrojterty in towns. 

Q. — if it is a tax, at any rate it has Iioen amortized. 

A. — So is ever.v tax on propert.v after a lime. 

Q. — Lnonme-tax? 

A. — income-tax is not a tax on jirojierty, but it is a tax on income. 

ti. — is land revenue a tax tin iiicomo? 

A. — As it is now assesj.ed,,it is a tax on income derived from land, but in 
theory 1 presume it is a tax on land. 

JJr. Jliidcr. (.). — Yon have two different .systems of laiul revenue in 
ihirma. Could yon tell n.s what the difference is between the land revenub 
system in Upper ilurma and that in J/ower ilurnm? 

A. — The land revenue system in fjouor ilurma is govmned b^' the Lower 
Ilurma Land llevenue Act ol ISTti. The land revenue sj-stem in Upjier 
ilurma i.s governed by the Ujijier Ilurma Land ilovenue Kegulation of 
1889. I am afraid 1 cannot give .von an absolutely detailed account of tlio 
difference in a short siiacc of time. 

Q, — ^^Vhat are the chief points of contrast? 

A. — One main point of contrast is that in U])]>cr ilurma there are what* 
are called State lands. Those correspond practically to Crown lands in 
theory. At the time when the Upper ilurma Laml llevenuo liogulation 
was passed, it ivas intended that these lauds should also bo dealt with ns 
Crown lands, but the practice has been more to make them equivalent to 
non-Crown lands from the ])oint of view of revenue, i think it is a fact that 
now in Upper ilurma, practic.ally everywliere, the rates of revenue on State 
lands and on non-State lands are the same. 

.S'/r Pcrvi/ Thompson. Q. — Theoretical l.v, at any rate, the thuthaincda 
tax is intended to hit non-agricultural incomes between Its. 500 and 
Its. 2,000. 

A. — Yes. 

Q. — But you say in jiracticc there is no distinction as regards the source 
of the income? 

A. — Yes. 

Q. — ^^Vhat is the law on the .subject? 

A. — 'I'lie law on the subject i.s that the Unit lutmcdit tax .shall bo assc.ssod 
by local a.ssc.ssors. It is lixed in a lump sum for a period according to the 
number of homseholds in the village at so much per household. The lump 
sum is distributed b.v local asse.ssors called ihonnidis, residents of the village, 
and their distribution is subject to apiieal, but is practically never called 
into quo.stion bj* the inhabitant.s. 

Q. —Supposing an income is eatirel.v ilcrived from agriculture, what will 
happen if those who pay land revenue object to being assessed to this lax? 

4' — I cannot say what would happen, because sucli a case lues in my 
experience never occurred. 
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Q. — ^Does it not come to tins, that the agricnlturist acquiesces being 
assessed twice, when the law distinctly says that he shall not be so assessed? 

A. — Yes. 

The Prcsklenf. Q. — Won't the Suhdivisional Officers also be-required to 
check the assessment rolls? 

A. — They check the rolls prior to distribution by the fhamadis. 

Q.. — ^They do not scrutiniae the local assessment? 

A. — ^No; the distribution is left i)ractieally entirely to the thamadis. 

Dr. Hyder. Q. — The system of assessment is this : the headman prepares 
a list of the households, then he sends it to the township officer or District 
Magistrate, who says that so much shall be levied, and this is spread OA^er 
the different households. 

A. — ^Yes. 

Q. — ^Does the agriculturist in Upper Durma Avho pays land revenue pay * 
cess? 

A. — ^No; not in Upper Burma. 

Sir Percy Thompson. Q. — How is the local cess raised in Upper Burma? 

A. — ^It is not raised; avo liaA'e no cess in Upper Burma. 

Q. — ^Hoav is the exi^enditure on education met? 

A. — ^By i)rovincial contributions. 

Dr. Hyder. Q. — Entirely? 

A. — Yes, except for the proceeds of such things as ferries, cattle pounds, 
slaughter houses, etc. 

Sir Percy Thomi^son. Q. — Why should the general tax-payer pay for the 
local expenditure in Upper Burma? 

A. — ^Thero is no justification in theoi-y. In lAractice, 1 believe it Avas 
thought that the burdens of the cultivator in Upper Burma, Ai'here the 
crops were not so certain as in Loii'cr Buiaiia, Ai'cro, in fact, greater than 
those in LoAver Burma. 

Q. — Then Avhy not alter the land reA'-onue? 

A. — ^That amounts to taking it from one pocket and putting it in 
another. The constitution of local liodies in Upper Burma only took place 
quite recently — at the end of 1922. The crops are not quite so certain in 
Upper Burma and in uncertain areas the ijitch of assessment is not very high. 

Q. — You say that the thathameda tax is illegally assessed? 

A. — It is not illegally assessed. There is no laAV on the subject. It is 
assessed in a manner Avhich is contrary to the intentions of Government. 

Q. — ^Does not the laiv define the people Avho are to bo a.ssessed? 

A. — The manner in Ai'hich iudiA-iduals arc to be assessed is not defined 
by laAV. 

" Dr. Hyder. Q. — ^^Iro not there exemptions? For instance, the village 
headmen, your Government servants and certain other classes are exempted? 

A. — Yes. Rule 12 of the Upiier Burma Land Revenue Regulations 
contains the list of exemptions. 

The origin of this is as folloAvs ; — J n Burmese times, practically the only 
tax leAued Avas the thathameda. In addition, land revenue aa’us payable on 
State land and not on other lauds. 'WHicn it Avas proposed under the British 
Government to impose land revenue, it Avas intended that the portion of 
-thathameda Avhich might be assigned to agriculturists should be discontinued 
and that the tax should bo levied on non-agriculturists. But, as a matter 
of fact, the assessors have continued to assess both agricultural and non- 
agricultural incomes. 

Sir Percy Thompson. Q. — Is there a statutory laAv Avitii regard to this 
thathameda tax? 

A.— Section 22 of the Upper Burma Laud Revenue Regulations says : 
‘Subject to the proAusions of this regulation, the thathameda tax Avill be 
leviable at such average rate per household or family, and shall be assessed 
by_suc]i pei-sons, and subject to such rules as the Local GoA-ernment direct. 
The average rate at AA'hich the thathameda is to be levied may vary from 
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district to district and from ijlace to jilacc in a district, as the Local 
Government having regard to local circumstances and the rates of laud 
revenue payable may deem exijedient”. 

Q. — ^It is left to the Government to make rules ivJiich have the force 
of law? 

A. — ^Yes. Section 22 (3) says; “In the case of any town or village tract 
or if the Financial Commissioner so directs, of any part of a town or village- 
tract, . . . shall be jointly and severally liable ko the whole of the 

thathaiiiedu tax leviable thereunder”. Under that has been made rule 12; 
and then a long list of exemi)tions is given. Enle 16 jjlaces the responsibility 
for the just assessment of each household on the thumadis. 

Dr. Ilyder. Q. — People who i)ay income-tax do not pay the tJiathameda? 

A. — They do in Upi)er linrma for this reason : that income-tax was 
recently introdiiced in Upper Burma, and the question arose as to how 
persons who paid the thuihamcda iji addition to income-tax should have the 
thathamcda refunded; and it was decided to continue to assess them to 
ttie thathameda and to refund, when they jiaid income-tax, the amount they 
had i^aid as thathamcda. 

Q. — ^Is it a tax on uon-agricultural income? 

A. — It is now assessed in Ui)per Burma as a tax on non-agriculUiral 
income, though, as a matter of 1 act,- in practice it may amount to a tax on 
agricultural as well as non-agricultural income. The idea is that taxation 
on non-agricultural incomes in Upper Bunna in the case of large incomes 
takes the form of income-tax and in the case of small incomes takes the form 
of thathamcda. 

The President. Q. — Has not it been superseded by the ijrovision that tlie 
thathameda should be made over to the local bodies? 

A. — No; thathameda is not now made over to the local bodies. But the 
local bodies can iinijose the circumstances and i)roperty tax under the Rural 
Self-Government Act and then the thathamcda autojuatically ceases. 

Q. — In practice the difference between the thathameda and the capitation 
tax disappears? 

A. — Not entirely. Capitation tax is a fixed tax on each person. The 
thathameda is a variable tax on each household. 

Sir Percy Thompson. Q. — You are in favour of reducing the exemption 
limit of income-tax to Rs. 500? 

A. — ^Yes. 

Q. — Do you think the yield will be sufficient to pay for the increased 
staff? 

A.— Yes. 

Q. — As a mattei oi iacl, wo iiad some figures in one province showing 
that if the limit is reduced from Rs. 2,000 to Rs. 1,000, the number ot 
assessees would be nearly doubled, but that the additional yield would be 
very small. The limit of exemption was once at Rs. 500, and I think the 
reason why the limit was raised was on account of the trouble involved in 
collecting from small people without any good yield. 

A. — ^Yes. But circumstances have changed with the rise in the level 
of incomes due to increase of iirices since the war. 

The President. Q. — But your proposal is coupled with the proposal that 
it should be made more simple and summary? 

A. — ^Yes. 

Q.— In fact, it would be something like the thathameda? 

A. — ^Yes. 

Q. — ^If the circumstances and property tax were generally introduced, 
will that meet your view? 

A. — ^No. I think the non-agriculturist, though ho pays the thathameda 
as a local tax, ought certainly to pay something else as a provincial tax 
or an imperial tax as the case maj' be. 

Dr. PLyder. Q. — ^You have the thathamcda in towns in Upper Burma? 

A. — ^Yes, except in Mandalay. 
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Q. — I am informocl that there are certain towns in whicli the thathameda 
or the capitation is merged in the liouse tax, so that there are a certain 
number ot towns in which no capitation tax is paid. 

A. — ^That is in Lower Burma where in certain towns land rate is paid 
in lieu of capitation tax. It is not in Upper Burma. 

. Q. — ^In Rangoon capitation tax is merged in the house tax? 

A. — ^In land rate. Various towns are mentioned in the Lower Burma 
Land Revenue Manual. 

TJic President. Q. — Do 3 ’ou regard the thathameda and the capitation 
tax as entirelj' peculiar to Burma ?_ Is not tiiero something very similar 
in practically every province in India? 

A. — I believe that the only instance of similarity' is the circumstances 
and property tax in the Central Provinces and some sort of poll-tax in 
Bengal. 

Q. — But is not there the circumstances and property tax in the United 
Provinces, profession tax in the Punjab and Madras, chowlridari tax in 
Bengal and Bihar? 

A. — ^I am not ])ersonally acquainted with India. But the matter was 
discussed in the j'ear 1918 when 1 was on .special dutj' in the Secretariat in 
connection with the settlement of provincial finance, and Sir Reginald 
Craddock theiv noted that with the exception of circumstances and property 
tax in the Central Provinces and one or two others, no parallel existed in 
India; and. as a matter of fact, this was made one of the reasons for a 
revision of the provincial financial arrangements with the Central 
Government. 

Dr. Hydcr. Q. — How arc your rural police paid? 

A . — The rural police arc a dead letter. Wo have got the village headmen 
and under them there are people who arc called village garni gs in Upper 
Burma, and ten house gnvngs in Lower Burma. They are not now called 
rural police. 

The President. Q. — How are they paid? 

A. — They are not paid. They are oxemi)tcd from the thathameda and 
the capitation tax in certain cases. They are appointed by the headman 
of the milage subject to control, and I suppose the.v work for the public 
benefit. 

Sir Percy Thompson. Q . — ^You don’t .^believe in graduation and 
differentiation ? 

A. — Not in theory in graduation as to the incidence of tax on high and 
low incomes, and difi'crontiation as regards .source of income. 

Q. — ^You don’t think that you should adopt the principle of equality 
of sacrifice? Surely, it is easier for a mari with an income of a crore of 

rupees to pay Rs. ]00 than a man with an income of Rs. 200. 

A. — That is why it is found expedient to graduate, and no dctibt to 
differentiate; but, in my opinion, there is no ground in theory why the 
incidence of tax on a small income should not bo the same ns on a higher 
income. My view is that every man receives certain- services from the 

State which' might be roughly regarded as proportionate to the amount of 

benefit which he receives from his income, and ho, therefore, ought to pay 
tax in proportion to his total income. 

Q. — Then why .should not each pay exactly the same amount? 

A. — Because I think the man with large interests, saj' with a thousand 
acres of land, gets more benefit than a man with a hundred acres. 

Dr. Parnnjpyc. Q. — ^IVouId you agree that each man .should pay a 
capitation tax and a tax on property proportionate to his property'? The 
State doe.s two things. It protects life and property. 

A. — It also provides education. 

Sir Percy Thompson. Q.— The person who docs not send his children 
to school does not get anything. 

A. — That is a matter of expediency again. Government has thought it 
neeessar-y to prescribe compulsoi-y education and to charge the cost of that 
education to the general tax-payer. 
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Q. — And in yonr view ii; is quite unjust? 

A. — I would not go so fav as to say tliat it is quite unjust, because a 
higlier standard of education bonofils tlic community generally. 

Vr. JTyder. Q.— Though the village rate may he Ils. 5 per household, 
the assessment on individual hon.seholds might vary between As. 4 and 
Ks. 20; if the ihalhamcdo tax is Its. 20, don’t you think that it is rather a 
burden on the household? 


A. — Tt dc])onds on the income of the hoti.sehold. Ton may be miito 
certain that when a village assessor puts Its. 20, it moans that that household 
can afford to boar Its. 20. 'I'he loudeucy is to let off rich men. 

T>r. Parmijpije. Q. — So that the poor man is charged more? 

A. — Yes. The |)oor man generally is charged more in iiroportion than 
the rich man. 

])r. Tliidcr. Q . — There is a great opposition to the fhaihameda tax in 
Burma? 


A. — Yes, in certain places. 

Q. — IVill you please explain the causes of this opi)ositiqn or discontent? 

A. — The causes ol the op]n>sition .u<>, in my opinion, entirely political. 
I'he opposition to the payment of the Ihuihomrda and capitation is of quite 
recent growth and coincides with the development of political activity. As 
a matter of facl. so far as I Icnow. there has been no oi»i)osition in npjior 
Burma. 

Q. — And it is an old tax levied from the times of the Burmese Kings? 
The pcoi)le are used I<j it and tlii.s opposition is enlirely new. 

A. — ^Yos. 

The rresldrnl. Q. — Was not there difficulty about the date of payment? 

A. — ^Yes, with regard to the capitation tax but not with regard to the 
thnthfimrda, Steps are being taken to aniend-it. 

The Mnharajddhiriijii Jhihadur of Biirdirna. Q. — ^V^th regard to laud 
revenue, you say: “So far as Burma is concerned, land revenue is now a tax 
and not a rent. It is based on (he net produce Ic.ss cost of cultivation and 
approximates in theory to a non-graduated income tax on agriculttir.'tl 
income’’. What aie your grounds for saying that it i- now. a tux? Do you 
comsidor that at any iiarticular stage it was a rent and is now a tax? 

A. — In theory, in Upper Burma, when the Land Bevenue Bcgiilatiou 
was jiasscd in 1889, it was intended that the tax on .State land should be in 
tho nature of a rent. 

The Prcsidvni. Q. — At one lime the tax ticket was .styled “rent receipt 
or tax ticlvct". 


A.— Yes. 

The ^fnharajndliirfijo ISahndiir e/ Biirdvaii. Q.— You have no .special 
reason for calling it a tax. You call it .so because it is looked upon as a' tax 
by your Government in these days. Is it your own view, or is it the view 
generally held ? 

A. — Tt is my own view. 

The llnii'lilr Sfirilnr -lofirndrfi Siu<ih. Q. — And the view of the people who 
')ay ? 

A. — I don’t think they ever consider that. 

Q. — I’hc.v do not know the difference between the two? 

A. — I don’t think they know tho theoretical diffcrouco. 

The J’rc.sidcaf . Q. — You sny in answer to Q. 16. “lYhere there is at 
liro.sent little or no cultivation, the whole area would he converted into a 
Government estate, upon which rent.s more or less approaching to the 
economic rent would be levied instead of revenue'’.* Are there Government 
estates ? 

A.— There has been a proposal in tho last few year.s to have Government 
estates in Burma, and efforts are now being made to give effect to it in tho 
intere.sts of revenue. 

.Q* — In these colony scheines are the lands rented or are tho.v taxed 
subject to the usual land levenue .system? 

A* I believe tho tax obtained b.A' Government is the usual land revenue. 
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The Maharaja (Ihiraja Bahadur of JBvrdu'au. Q. — You say land revenue 
has a high incidence on the value of the net produce. Is 25 per cen't 
considered a high incidence.'’ 

A. — 25 per cent was said to he the noianal incidence ; but the tendency 
in recent years has been to increase the incidence. It varies from district to 
district. For - the entire province I could not give exact figures, hut in my 
late Division it is something between 25 and 3.3 per cent. 

Q. — ^Do the people generally consider it to be high? 

A. — Tliere is no special feeling so far as I know. 

Q. — ^Do T understand that yoxir revision of settlement takes place in every 
21st year? 

A. — As a rule, the term fixed for settlement is 20 years. Before tiro 
end of that toian proposals arc made for revising the i-ates, and the new 
i'ates commence from the 21st year. 

The President. Q. — Actually you don’t assess land that is not cultivated? 

A. — ^In Upper Burma, no. In Lower Burma it varies from place to place. 
In some places fallow rates are given automatically. In other places you 
have to make an application for* fallow rates. The fallow rate is two aniias. 

Q. — So if laud is not cultivated, it can either escape with a low assess- 
ment or with no assessment. 

A. — ^Yes. 

0- — ^Ts that not an expensive method? 

A. — ^Yes, but it is thought necessary in Upper Burma where crops are 
uncertain, and in Lower Burma to allow of fallowing in the interests of. 
fertility. 

Q, — ^The Land Eevenue Committee proposed a trial of fixed assessments? 

A.— Yes. 

Q. — Has that been carried into effect? 

A. — Fixed assessment has so far been carried into effect, so far as land 
revenue proper is concerned, only in remote and s])arsely cultivated tracts, 
where the total demand is not great, and where the cost of assessing the 
demand annually would bear an unduly high proportion to the revenue. 
In such cases, the fixed ^sessments' are on a basis lower than the land 
revenue in more fully cultivated areas. 

Q. — ^Has it been tried in the most fertile areas? 

A. — No, but it is contemplated to do so in the near future. 

Q. — Are considerable portions of land left uncultivated by reason of 
ilisputes ? 

A. — Such cases are very exceptional. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^Regarding land revenue 
within municipal limits in your part of the world, do you h.ave any sort of 
lands within municipal limits which are exemiited from any kind of revenue, 
such as village site? Are town lands practically unassessed in Upper Burma? 
If T were to purchase a piece of town land in Upper Burma, would I have 
to i^ay anj' land revenue? 

A. — It depends upon the -rules. If you have to pay, it will be very 
little. 

Q. — In other places in Lower Burma is the rate very much the same? 

A. — The rate of land revenue is exactly the same and similarly assessed, 
so far as I know, outside and inside the tonms. 

The President. Q. — Surely you apply the 1895 rules and fix the town 
land rates. , . 

■ A. — That is for lands belonging to the Crown. I was speaking of lands 
already in private hands. 

Q. — These town lands, if you sell by auction subject to the payment of 
land rent, become private land? 

A. — No. The araoimt obtained by auction is of the nature of a premium 
.on the lease. 

VI— 4 
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Q. — As regards tlie comparative incidence of land revenue in different 
provinces, do you tliink it is altogether impossible to get the exact incidence? 

A.— Yes. 

Q. — Don’t you think, by comparisons of a large number of samples, 
you can get it? 

A. — ^You cannot say rvithin 20 per cent whether the incidence in one 
province is greater than in another, even after the examination of the 
settlement reports. 

Q, — Supposing you take a large number of leases and lease-deeds from 
registration offices and calculate from them the rental value of land and 
then calculate the incidence of land revenue upon the rental value? 

A. — ^Information from lease-deeds is of rents. Land revenue in this 
province is 'not based on rent, nor does it bear any fixed proportion to the 
I'ent. Lands may pay quite different rents in accordance with the situation', 
and according to the availability of non-agricultural occupations in ‘the 
neighbourhood. It is a matter of competition. 

Q. — ^Is the revenue based on the comparative return of the land? 

A. — I do not know if there is anything like that. The other way is to 
m.ake a detailed enquiry wherever it is possible. 

Sir Percy Thompson. Q. — Is not rent determined on precisely the same 
principle as net assets are determined for purposes of land revenue? - 

A. — One feature that must always be taken into consideration is the 
presence of competition. Competition determines rent. 

Q. — Suijposing tbe net assets correspond veiy closely to the rental 
value ? 

A. — No, the rental value is in theory net assets excluding the cost of 
living of the agriculturist. 

Q. — ^Wliy cost of living? 

A. — The value of the gross produce less the cost of cultivation (out 
of pocket) is a little more than the net produce, which is the basis of 
assessment in Burma. The net produce and the little more is what tho 
cultivator has got to live on and in addition to pay his rent out of. 

Q. — In the cost of raising the crop, surely the cost of his labour is 
included. 

A. — In Burma in calculating the net ]produce, we do not include the 
cost of living as well as the cost of cultivation of the agriculturist. 

Q. — ^Do you not include the cost of labour of the agriculturist and his 
family ? 

A. — ^In recent times the matter has been under discussion. When I did 
settlement, I included the value of the labour of the cultivator and his family 
so far as the amount of labour could be ascertained and valued at market 
rates. 

Q. — ^You say what is wanted in Burma is a complete separation from 
the rest of India, at least so far as finance is concerned. Do you contem- 
plate a separate State under the Governor-General? 

A. — I have not considered that view. I hold strongly, that for 
the development of Burma there is necessitj’ for the separation of finance. 

Q. — You say you would pay for the services rendered and the overhead 
charges ? 

A. — ^Yes. 

Q. — ^You would not bear the proportionate charge of maintaining the 
army. 

A. — ^I do not know the details. I would not mind paying a proportionate 
share of the cost. 

Q. — How can you pay a separate share which will vary from year to 
.Year ? 

A. — This is a matter for arrangement when separation takes place. 

Dr. Eycler. Q. — How would you pay with regard to the Post office? 
You will have to xiav far more for a separate- Po^ office. 

A. — ^It is quite possible. It is a matter for consideration.’ I hare not 
got any statistics. 



The President. Q. — Js^there a lialf-way liouso bclwceu tbe ijosiiion of tlie 
Malay Stales and an Indian province? 

A. — I should think so. I’lio general scheme that I would advocate would 
bo to take as provincial the bulk of tlic revenues. .now collected by the - 
Government of India and to pay to the Government of India as annual 
contribution a fixed amount based on lu-esent proceeds of these revenues. 

Q. — That is whj' I ask you whether there is a half-way house? 

A. — The idea is that Burma is an extremely undeveloped province com- 
l)ared with the rest of India. We have to spend largel 3 ’ on develoi^ment. If wo 
do so, we are benefiting the central revenues. Take the case of customs. The 
increa.so of customs revenue depends, I think, on no factor more than the 
improvement in communications inside the province. If the customs revenue 
increases, it goes to the Goverjiment of India. If we improve the communica- 
tiojis, the expenditure falls on the Provincial Government. Our existing 
sources of revenue are not capable of much expansion. A good many of them 
are very inelastic. If wo improve the province, an undue proportion of the 
increased revenue would go to the Government of India. 

Q. — Is it peculiar to Burma? 

A. — It also exists in the case of other i)rovinces, if any, undeveloped 
and capable of development. ] .should say similar conditions to those in 
Burma do not exist in provinces in India. 

Sir Percy Thomjjson . Q. — What direction is the development going to 
take? Is it agricultural? 

A. — Take the case of customs. If you improve the communications in 
Burma, that would allow ,of imported articles being taken into the interior 
and would increase import. The cu.stoms revenue would automatically 
increase. 

Q. — ^Do you mean to nay that the development of communications will 
increase the customs duty and not increase the resources of the province? 

A. — I do not moan to say tliat for a moment. But I think the main 
increase would be an increase in fhe customs revenue. 

Q. — ^Is it not worth while to improve communications except from the 
point of view of the increase of customs duty? 

A. — It may be; probably yes. In the general interests of the inhabitants 
of the province it is necessary. 

(J. — ^I’he iirovincial revenue will also share in the prosperitj’. 

A. — ^SIucli less than is equitable. 

Dr. Pyder. Q. — Have you got a rough estimate of a budget for Burma 
on the basis of the separation? 

A. — In 1918 it was thought that the separation of the province in 
financial matters was neccssaiy. I then tried to arrive at such an estimate, 
but it was impo-ssiblo to get anj- figures for certain chai-ges borne on behalf 
of the province by the Government of India. 

Q. — ^I do not know if it is worth while to lusk .you to consider something 
which would be common to all pi'ovinccs? 

A. — I am not acquainted with the conditions in the other provinces 
at all. 

Q. — ^Havc you got any proposals on the subject which would he useful 
to us? 

A. — ;Tho proposals that were made in regard to Burma in 1918 are in the 
Secretariat. 

Q. — Ordinarilj’ I cannot quite sec how Burma is going to remain a 
member of the federation while not contributing on the same lines as the 
rest. 

A. — In 1918 a case for differential treatment was made out, and I 
believe it was admitted. 

Q. — ^In the administi-atiou report on the Public AYorks Department, it is 
stated that the water-rates could have becji higher? f 

A. — That is from the point of view of the Public Works irrigation 
officer. But, so far as I know, in all settlements relating to irrigated 
areas, the irrigation officers are' consulted and they have expressed themselves 
as satisfied with the rates jn-oposed. 
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Q. — His difncuity is ili.ai you bind yourself lo u rate whicli you cauuob 
iiicroaso for twenty years? 

A. — Tluit is so. I do not think it can ho avoided, hecauso it is in the 
interest of everyhody. 

Q. — ^But it is in the .f^encral interest of the tax-payor tliat you should 
charge the cultivator for the benefit lie enjoys? 

A. — I agree. 

Q. — ^^Vhat is the jinstificatioii for taking a higher percentage of the net 
outturn in iiTigatcd areas? 

A. — The justification is that in irrigated areas we do not now iiniioso a 
separate water-rate. AVo iiniiosc a consolidated rate based on the not 
produce plus the consideration that irrigation is provided. 'flic idea 
fornieriy was to charge for water on a coinnicreial basis, but we could not 
get that. 

Q. — It docs result in a diffcreiicc in tlic pitch of land revenue? 

A. — do not think it makes any practical difference. It includes both 
water-rate and land revenue. 

The rresideni. Q. — May we now pass on to the question of sail? 

A. — I have very little knowledge of salt. 

Q. — Salt is one of the items of revenue which llurnia wanfs to take 
for itself, is it not? 

A. — Yes. 

Q. — Burma has a peculiar system of taxing salt on the vessel which 
obtains nowhere else. 

A. — Yes. 

Q. — And there is also a very considerable amount of illicit consuiiiptioi), 
] believe. 

A. — Personally 1 have not come across this. 

Q. — Jlr. Lowry says in his nolo that “I am strongly of opinion that the 
local industry should be fostered, so that the country may as far as possible 
produce its own supplies”. lie says you should impose an import duty 
which is higher than the excise duty? Do you concur in that opinion? 

A. — I cannot say off-hand. There are special circumstances relating to 
salt which will have to bo considered. 

Q. — The special circumstances to which iMr. Lowry alludes is that 
Burma can be isolated in war time even from Indian su])plies. 

A. — J agree generally with what is said in rejily to Q. bG by Mr. Lowry. 

Q. — He goes on to say that “Burma relics too much on one or two 
staples for its trade, and wo .should endeavour to broaden the basis of our 
taxation and our trade”. You can never make salt for export, could you? 

A. — What he means is not the export trade, hut the ahsoucc of 
industries in Burma. 

Q. — ^Is salt in this part of the world a supplementary industry Lo 
agriculture ? 

A. — Not generally I think, at lea.st not in the districts I know of. 

Q. — In answer to Q. GO, Mr. Lowry says: “The issue of duty-free 
salt for fish-curing purposes was referred recently to the Development 
Commissioner Avho was not in favour of the scheme.” Ho goes on to say: 
“It may be pointed out in this connection that so long as salt is a central 
revenue, it is not likely that free issues of salt for agricultural or industrial 
purxioses can be regarded as practicable”. 1 do not know if you are aAvarc 
there is a free issue of salt in Sladras and Bombay for fish-curing i)urposcs. 

A. — I never knew about it. 

Q. — It is a very large business there and is being developed by the 
Development Department. • 

A. — I was not aware of it. 

Q. — 111 answer to Q. 63, it appears that Mr. Lowry was- anxious to 
tax gambling? You have special laws relating to gambling? 

A. — ^Yes, we have the Gambling-Act. 
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Q. — is the effect? 

A. — A iiiiiuber of prosecutions for gambling, but it docs not impose any 
tax on'gambling. 

Q. — gather from liis report that there is a good deal of gambling? 

A.— Yes. ' " . - 

Q. — Maj’ we now pass on to excise. Mr. Lowry says: “1 should like to 
extend the contract distillery system as far as possible”. Is there a con- 
siderable area still under the oiitstill system? 

A. — Yes. 

Q. — ^Is it not the policy to reduce it every year? 

A. — Yes. 

Q. — Ho further says that “country spirit has to comx^ete with illicit 
spirit which is easily and univej-sally manufactured if there is a demand 
for it, unless the preventive staff is increased to such an extent that its 
cost would more than swallow up the i-evenue it brings in”. Is it so very 
difficult ? 

A. — ^It is very difficult to get information about illicit distillation. 

Q. — Do j’ou think there is more illicit than licit consumption? 

A. — ^This is impossible to say, but certainly there is a tremendous lot of 
illicit consumption. 

Q. — ^He saj's further that adulteration and short measure arc probably 
equally as important as illicit distillation? 

A.-^I daresay it is. You will hear more about this from the Excise 
Commissioner. 

Q. — He saj’s that “the tree-tax sy.stem has been tried in Burma and been 
abandoned as far too expensive comijaj-ed with its effects on revenue”. 
1 wonder if you can give us some more details about this? 

A. — I am afraid_ I cannot give you any inforniation about this. I think 
the Excise Commissioner can give you tlie details. 

Q. — As a matter of fact, in Upper Burma, there is no tax on fan' when 
it is live miles away from a shop. 

A. — Yes, that is so. 

Q. — Practically tari is free? 

A. — Except within five miles of the shop. 

Q. — Actually does not the tapper tie a ladder to every tree? There is 
no difficulty in identifying the tapped trees. 

A. — ^In some cases it is done, and in some cases it is not done. If the 
tree is fairly high, they' sometimes tie a ladder to the upper part of it. 
They cannot always be .identified in that way. 

Q. — ^IMay we i^ass on to ganja? You prohibit ganja altogether? 

A.— Yes. 

Q. — The Bnrman does not take ganja at all? 

A. — I have never known a case where the Burman taking ganja came 
to my notice. 

Q. — He tak(^ opium, hut you. don’t prohibit him. 

A.— No. 

Q. — Is it quite consistent P 

A. — ^The idea in the oi^ium i)olicy was to regulate the habit where it 
existed among Burmans and to prevent its spread, and so long as it is 
admitted that the demands of registered consumers should be reasonahty 
met, then, I think the policy is consistent. There is no demand for ganja, 
and there is therefore no case for any regulation. 

Q. — There is no case on the part of the Burman, hut there is in the case 
of the Indian. You allow oijium which is equally dangerous for the sake of 
Burman consumer, but -in the case of ganja you deny the non-Burman 
consumer, because the Burman does not require it. Why’ do y’ou allow tho 
in-ivilege in one case and deny in the other case? 

A. — ^In tho intere.sts of the Burman and to prevent the possibility^ that 
he may take to ganja, it is better to prohibit. 


Q. — Is tliQi-e luucli (junja smuggling? 

A. — I do nol think there is much smuggling into the provincOj but 
from the hilly tracts it is smuggled down for the use of Indians. 

Q. — good deal of it goes to Madras? 

A. — I cannrot say that. 

Q. — There is no sign that the Burman has taken'to it? 

A. — haA'e not heard of any such case, 

Q. — In the case of opium, Mr. Lowry says that “in the more backn-ard 
areas of Burma, especially those adjoining China where opium Is believed 
to be cultivated almost without restriction, i£ is necessary for the Burma 
Government to retail at very low rates, if we are to comijete jn any way 
with the illicit 'imported articles”. You said just now the prices charged are 
not .sufficiently high. Do you mean to say the backward area is an 
exception ? 

A. — I agree with iMr. Lowry. 

Q. — hlr. Lo-mry says that “a tax on betting in this country is likely to 
produce a considerable income, but there u’ould bo difficulties in taxing 
betting other than through the totalizator”. Have you studied the Calcutta 
system ? 

A. — ^No. I see Mr. Lowry suggests that the totalizator in Rangoon 
should be taxed. 

Q. — You have ferry license fees and other fees which are sold at auction. 
Do they tend to develop into taxes? 

A. — I suppose that amounts to a tax, but probably the public would 
have to pay much more if they made private arrangements. 

Q. — Do they use the proceeds for building bridges? 

A. — They cair be used for bridges, etc. ' 

Q. — j\Ir. Lowry says that “the time of payment is perhaps a little 
earlier than one would ijrefer, but so long 'as the financial year ends on 
the 31st March, it is impossible to have a tax of first rate importance 
falling due within a few days of the end of the financial year”. You cannot 
postpone over the 31st March? 

A.— No. 

Q. — It is said that village headmen are paid for their sei'vices to the 
general administration by means of a percentage on their revenue collections. 
Is that brought into account? 

A. — Yes. First of all the total land revenue is paid in', and afterwards 
the headman draws his commission on a separate voucher. 

Q, — Then it appears both as receipt and expenditure? 

A. — Yes. 

✓ 

^Q. — Mr. Lowry says that he prefers that all ^xe's on land, professions, 
etc."^ (except income-tax) levied within a municipality should be amalgamated 
with all municipal taxes into one single tax credited to municipal funds. 

A. — Personally 1 do not agree with that. 

Q. — It is said that betel leaf and .ai-eca-nuts are taxed at the source in 
Burma by paying special rates of land revenue? 

A. — The betel-leaf gardens j)ay high rates of land revenue, ,and they 
pay under the heading of special crops. Tobacco is also included in this. 

Q. — Shellac is taxed by the Forest Department j that is a kind of royalty 
I suppose? 

A. — Yes, I think so. 

Q. — ^You levy a special rate on tobacco? 

A. — There is a high rate of land revenue on it as a special crop ; it docs 
not depend on the land. 

Dr. Paranjpije. Q. — ^If the settlement is made for a i)iece of land for the 
period of 20 years, and the man after two years of settlement begins to 
grow tobacco, what will you do? 

A. — Automatically, the rate will go up. The rate will be paid only in 
the years in which tobacco is grown. 



Q. — Is that uniform rate the same for the \rhole province? 

A. — No. Generally, it is 5 rupees or 6 rupees per acre as against 
3 rupees for an ordinary crop. 

Q. — ^Does it not amount to an excise duty on tobacco? 

A. — It may amount to that in jiart, hut the tax is a small pi-oimrtion 
of the yield. 

Q. — Does this acreage rate tend to reduce the tobacco gromip 

A. — ^Not'at all. 

Q. — He also proposes to put an import duty on Indian tobacco. Would 
you support that? 

A. — ^I shall have to consider that question. 

Q. — Jlr. Lowry says that the District Boards should rely on a percentage 
of the normal land revenue rather than on the actual land revenue paid in a 
particular year after deducting remi-ssions. Again, he says that remi.ssion of 
cess should be given by the District Council and should not bo automatic, 
following ordinary remission of land revenue? 

A. — do Jiot see any particular reason for that. Yoii may fix the 
contribution on an average of land revenue for a series of years. 

Q. — ^You collect cesses under the Bijral Police Act and apply them to 
other purposes? 

A. — The Act was reall 3 ' to provide a cess for local puj-poses. 

Q. — ^TiHiat is meant bj’ State control of pawn shops? Is it not peculiar 
to Burma? 

A. — ^We license the pawn shops where it is necessary, and in municipal 
towns the pawn shop licenses are disposed of by auction or tender. The 
revenue goes to the municipality. 

Q. — ^Wliat is the reason for licensing them? 

A. — In order to prevent irregular dealings mostly. 

Q. — ^Doos it yield a considerable amount of money? 

A. — Quite a good sum sometimes. 

Q. — ^IMr. Lowry says that he would jirefer a Government monopolj’- of 
all arms, ammunition and expIosive.s, etc. ? 

A. — I see no objection to it. 

Q. — He says he would advocate the ti-ansfer of registration of deeds to 
the Land Records Department? 

A.-:r-In that I do not concur with him. . 

Q. — I think that is one of the recommendations of the Committee? 

A. — 1 think thej' proposed to utilise the land records staff in maintaining 
a I’ecord of rights. That has not met with approval, and now I understand 
it has been negatived by Government. 

The Uon'hlc Sardnr Jogciidro Singh. Q. — Have j'ou got any ideas about 
the burden of taxation prevailing at present between the different classes? 

A. — I think the agricultural class pays too much in propoi'tion, and the 
main thing which has to be done is to make the non-agriculturist pay at 
anj' rate a little more. 

Hr. Paranjpyp. Q. — If you accept the principle that land revenue is a 
tax? 

A. — ^Yes. To constitute it as a rent, I think, it jnust be held that land 
is the propertj’ of Government. 

Sir Percy Thompson . Q. — don’t think it is necessarj’. 

A. — On what other basis could Government levy the rent? 

Q. — ^What the Government has done is that it has conferred on 
individuals a right in respect of land and it has reserved one thing,, that is, 
the right to levy land revenue. 

A. — ^Yes. Land revonup is a paymentontheincomefroTnland. Porsonallj', 
I do not see any reason historicall.v or otherwise why land should ever ha-im 
been regarded as vesting in Government. Historically, I think property 
in land is vested in the individuals, not in Government. 
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Q. — ^Take the case as it is; you are a landholder and 'you pay land 
revenue ; I have no land and I pay nothing. If'3'ou don’t pay land revenue 
would you not he in a better position, because j'ou have land, and I have 
not got it.P 

A. — Probably I had to buy that land. 

Q. — Suppose ] have got land Avhich brings me Rs. 10,000 and T pay 
Rs. 4,000 to Government by waj' of .land revenue;. T am taxed to the 
extent of 40 per cent on m3' income. Do 3'ou think it will bo fair, in 
estimating the incidence of taxation, to consider what other income I 
haveP 

A. — ^You will find m3' reply to it in my written statement. As regards 
Q. 98. T have said that 1 think that the principle which should be 
adopted is, that agriculGiral incomes from which land revenue is paid ougliL 
not also to be liable to income-tax, unless the incidence of land revenue on 
the net income is less than the incidence of income-tax would be if the 
income were non-agricultural, and that the difference onR' .should be paid as 
income-tax. , 

Q. — That is entirel.v based on the view that land revenue is a tax. 

A. — T have said in reply to Q. 96 that a rent is based on the 
economic value of the proi5ert3' i-ented without regard to the resources of 
the tenant, and that a tax is based on the necessit3' of the taxing authority, 
combined with the resoiirces of the tax-payer. 

Q. — Land revenue is not based on the resources of the tax-payor? 

A. — Land revenue is based on the net produce of the land, which, to a 
great extent, governs the resources of the tax-payer. 

Q. — Mr. Lowrv, having said that land revenue is a tax, proceeds to 
contradict it in his answer to 0. 100 when he says that “the suggestion 
that land revenue .should be paid only by persons whose income exceeds a 
certain limit is impossible and unjustifiable. A landlord does not allow culti- 
vators to work small holdings rent free, because' their income is below 
income-t.ax level.” If a man wants land, he must pay for it? 

A. — This remark is merely a general remark. It has nothing to do with 
the previous discussion. 

Q. — ^But this statement is made by a man who agrees that land revenue 
is a tax and not a rent; he contradicts himself when he comes to the question 
of exempting the man from land revenue? 

A. — do not think ho is contradicting himself. 

Q. — You say: however poor the man, you should sell him up for land 
revenue ? 

A. — T say that in principle thei-e is no j'cason why .small incomes .should 
ho exempted from taxation. 

The Presklenf. Q. — Small incomes of any kind? 

A.— Yes. 

Sir Percy Thompson. Q. — You would charge a 25 per cent income-tax on 
very small incomes? 

A. — ^Yes. 

Q. — ^In other words, the principle of graduation has no play at all? 

A. — I do not sa3' that in future it sho\ild not. 

Q. — Has land revenue the attributes of a tax or the attributes of a rent? 

A. — M.y opinion is that it has got the essential attributes of a tax and 
has not got the essential attributes of a rent. 

0- — It has the essential attributes of a rent in that 3’ou get the use of a 
valuable asset if .vou pay land revenue; secondly, it is in no way' graduated 
nor does it vary’ from the rental value? 

A. — ^Land revenue in Burma depends on the net produce, which is quite 
a different thing from the rental value. 

0. — ^The onlv difference is in the fact whether you deduct the expenses 
of the cultivator of include the expenses of the cultivator. If 3'ou do not 
include them, you are not getting the true rent. If you do, .as is done in 
other provinces, yon are getting the true rent. 

A. — In my opinion, the clement of competition cannot be dissocial ed 
from rents. Rent is essentially based on competitive valiie, 
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Q. — That is perfectly true, -but all competitors are actuated- by economic 
considerations, and do not pay more than udiat the land is worth, whicli 
. deiionds "upon the net produce after deducting the expenses of cviltivation. 

A. — ^Land is worth much more to a man in certain parts of Burma 
than its investment value. I mean to say that a jnan living in a ijlaco 
whore land is scarce and where agricultural occupations are numerous 'will 
pay a price for it which is entirely beyond its value. 

Q. — That is rent? 

A. — ^That is not rent, that is rack-rent. 

Tha Hon’hle Sarclar Jogendra Singh. Q. — ^The main question is whether 
people in India have ever i)aid anything except land i-evenue. Can you 
bring in a new theory and impose a double tax on agricultural incomes? 

A.— sThat depends upon ancient history, 

Q. — Is it 3 'our view that taxes are paid b,y ijersons and are a matter of 
natural growth, and it will be dangerous to make experiments with ideas 
which have not got their birth in Burma? 

A. — r would refer you to paragraph 2 of my written statement. 

The rresident. Q. — ^^Voukl j’ou inhibit all ideas that did not arise in 
llurma simply because they did not arise in Burma? 

A. — No. 

The Ilon'hlc Sardar Jogendra Singh. Q. — You will bo guided by local 
conditions in imposing taxes? 

A. — ^You will have to consider the conditions with whicli you have to 
deal. 

Q. — You start a sj’stom of taxation after considering the life of the 
pooiilo as it is rep resented in your own province? 

A. — ^That is what we have done in the past. 

The President. Q. — Wlien you started your land revenue sj’stem and 
municipal s.vstom, you sent officers to India to .study the sj’stoms in force 
in India ? , 

_A. — ^^Ye had officers from India. 

The Ilon'hlc Sardar Jogendra Shtgh. Q. — The question arises whether a 
rich man should paj' more than a poor man as in the case of other incomes 
Suppose you want to introduce some kind of graduation and differentiation 
in the matter of agricultural income, you cannot do it through land revenue? 

A. — Graduation and differentiation are, I suppose, applied to the- tax 
that yon wish to graduate or differentiate. You will have to introduce 
them through land revenue, because thei'C is no other tax to be applied. 

The President. Q. — Instead of having a graduated system of land 
revenue bj’ raising the land revenue according to the size of a man’s income, . 
3 'ou could do it the other way bj' .superimposing on a flat rate. 

'' A. — ^Yes; if you consider it nece.ssarj' to differentiate, T do not see 
an.y particular reason why j'ou .should not do it one waj- or the other, excejit 
that the profits in the one case would go to the Provincial Government and 
in the other to the Central Government. 

Sir Percy Thompson, Q. — If j-ou differentiate and graduate land revenue, 
would it be a tax or rent? 

A. — ^I do not much care whether it is called a tax or rent as long as it 
is there. 

'The President. Q. — ^Would it bo practicable to graduate land revenue? 

'A. — do not think it Jiece.ssary to graduate it. 

Q. — Graduation would dop'end on the income; how would j’ou graduate 
land revenue? 

A. — You could graduate it by saj'ing that if a man owns 10 acres he 
would paj' at a certain rate; if he owns 50 acres, ho would paj’ at a certain 
rate and .so on. It is, of course, a difficult matter, because one man may 
have 10 or 12 holdings. 

Hr. Paranjpye. Q. — You would encourage fractionisation also? 

A. — ^Yes, if J’OU do not have some means of getting together a man’.s 
holdings. <* 

YJ— 6 
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Prcscjit: 

Sir CiiAin.ES Todiusntkk, k.c.s.i,, i.r.s., Pyrsiilryit. 

Sir Bmay CiiANo Maiitae. o.o.i.r:.. k.c.s.i., i.c.Jt., Mnlmrajailhirnja 
Jlaliaclur of Buidwaii. 

Sir Peuca- 'rnoAirsoN, k.u.u., c.n.. 

Tlio Hon’hlc Sakdaii^ Jo(:r:.\i>nA SiNon, 

J)r. Tl. P. Paiianji’at.. ' 

Dr. L. K. Mvur.ii, .m.i-.a. 

Mr. S. Z. AUITG, K.S.M., A.T.M., B.A., Excise Commissioner, 
Burma, was examined, 


Written memox-andum of Mr. Aung^. 

Q. Gl. — I do not antioij)ato an early introduction of a i)olicy of total 
prohibition, though now and again some xuioflioial moinhors of the Burma 
Jjogislativo Council may attempt to introduce the rpiestion. Tlio present 
Government policy of restriction expotmded by tlio late Hon’Ide Minister 
for ICxM.so .seems to liavo satisfied tlie House. If the ll7/>i//;o;n» parly 1)0 
rotuvned to i)owcr at the next election, they will try their best to intro- 
duco a bill for total prohibition, hut 1 doubt the chance of some such 
measure becoming law. 

Q. G2. — I am not an advocate of total prohibition, for I i-oalise that 
it would bo futile to at.tenjjif. to enforce such ])olicy. Dr. Mathai’s pro- 
posals will not bo worlcal)le in Burma. Both the sup(*r-tax on land rovtmue 
and a provincial surcharge on income-tax would be extremely unpopular in 
this province. T have heard complaints against land revenue ns too high. 

As regards the Bombay Excise Committee’s luopo'-als, 1 may observe 
that there are not iminy wealthy classes among Burmans. fn my opinion, 
the terminal tax, if ever imposed in Burma, should be sxppliod to the 
Unngoon Corporation and a few other important municipalities. I am not 
a racing man and T do not know bow much the totalir.ator duty will yield 
in Burma. Tt is the only tax that commends it.self to me n.s one whicli .should 
bo imposed not for excise revenue but<for general purpose.s. 

Q. G3. — I gonorally accept the statements. But the statement “of this 
character arc alcoholic drinks and tobacco in the dimensions of their pressnt 
use” seems to me to be open to criticism. T have no quarrel with tobacco, 
and to many it would appear that the use of alcoholic drinks in moderation 
is in itself not objectionable. 

Q. 64. — As a measure of taxation, the policy followed in my province 
falls .short of that which T would apjirove. For instance, the policy of 
ganja prohibition in this province is futile. 

Q. G.5. — The dutv rates on country sjiirit in this province x'ary from 
Rs. 1-4-0 to Rs, l,'5-12-0 and it is not practicable to introduce a uniform 
rate, as local conditions vary vastly from district to district and even in 
the same' district. Duty rales in this province are subject to periodical 
revision ns it is desirable to reduce the auction fees to a minitbum and 
realise the maximum of duty. 

Q. 66. — The majority of the local nxithoritios haA’o not complained of 
recent incroa.sos. Illicit production is i)revalont in certain parts of Burma, 
but it has not been generally duo to liigh duty, though in some in'stanc&s 
the Chinese licensees have tried to make oxit losses duo to high i-atcs of duty 
driving the emstomers to cheaper country fermented liquor. But in mo.st 
of such cases, it is the Chinese licensees themselves resorting to the mal- 
practice of introducing undutied spirit into their shops to ovfulo the tax' 
and make a greater profit, 



Q. 67. — I consider -that locally made imitations of imijorted liquors 
should pay the full tariff rate of dutj' and be given the same freedom as 
imported liquors, to keep down cheap liquor. 

Q. 68. — Yes. This question has received attention. It is only the 
wealthy classes who can indulge in these high-ijriced liquors, and it is 
but right that each province sliould get the share of the excise revenue on 
this form of liquor from them. In .Burma, cheap Java rum competes with 
our locally made foreign' spirit. If variable rates for the wholesale mon- 
opoly bo imi^osod ,on such imported liquors, in addition to the customs 
dutj' for import, wo should bo able to tax Java rum higher. 

Q. 69. — I understand that this question refers to local diities, if any 
imposed, and not to customs duty, at the tariff rate. So far as I can see, 
jio adjustment of suck local duties is necessary in this province. 

Q. 70. — ^I think that tari in this province is taxed adequately, having 
regard to- its alcoholic contents, except in the areas outside the five-mile 
radius of a shop in Upper -Burma. The tari tree-tax .system in force in 
Aladras ndiich was tried in Burma Jias been recently abolished. The ques- 
tion of bringing the exempted areas under the operations of the Act is 
one of cost for siqjervision and control. 

Q. 71— Ganja, chams and hhang are strictly prohibited in this pro- 
vince. I think rates should depend upon local conditions. 

Q. 72. — No, not in this province. The wholesale supi^lj' of intoxicating 
liquors has not been taxed for -the monopoly of sale, in addition to duties 
for the import. There is no wholesale supply of homp drugs in Burma. 

Q. 73. — The system of the disposal of licenses for the retail vend of 
opium is satisfactory as far as it goes. The auction system of the disposal 
of licenses for the retail vend of liquor is, in the absence 'of a better 
substitute, considered suitable, as it disarms criticisms of favour. We are 
pxi)orimeuting with a tender system in kloulmein. 

Q. 74. — The principle enunciated may bo accepted with a qualifica- 
tion that the reduction in the number of shops may lead to an increase 
in illicit manufacture, which would react on tho monopoly value of the 
remaining shops. In Burma, several politico-temperance societies liave aimed 
against Govornmeut licensed shops, but not against drunkenness from an 
illicit source. 

Q. 75 . — It is not practicable to level up duties. I believe in some pro- 
vinces, such as Assam, the aiiclion system is still retained. Burma is 
peculiar and differs from Indian provinces. Burma shops largely cater for 
Chinese, who are bettor off than most Indian consumers. The retail price 
is regulated more or less by the price of smuggled opium. Having fixed 
the retail price, a more or less uniform net profit in the noighbourhood 
of Es. 1.000, except -in some important shops, is allowed to licensees, who 
are merely expected to be honest salesnien'. The wholesale price therefore 
depends upon the issue of opium and tho expenditure on^establishment of 
the licensees., 

Q. 76. — We have not yet introduced salaried licensees. I think wo 
should bo able to get an honest salesman on Rs. 50 per mensem. AVe shall 
save about Es. 50,000* a year in Burma. 

Q. 77. — ^Ycs. A special detective staff has been recentl 3 ' sanctioned in 
Bunna. The co-operation of China where opium is cultivated is necessai-y. 
Tho Government of India may also be able to take measures against over- 
prodiiction in the Indian States, jMost of tho so-called Shan opium is 
probably Y’unnanese opium, and most of tho so-called Bengal opium is 
probably what is called “up-country” opium from the Indian States. 


Mr. Ating gave oral evidence as follows: — 

The President. Q.— When did you take charge as Excise Commissioner P 
A . — A 3 'ear ago. 

Q. — ^You say that the excise policy has been laid down by the late Hon’ble 
Minister for Excise in a speech. Could 3 ’ou get us a copy of that speech? 

A. — It was reported in the proceedings of the local Council. It is a 
policy of maximum revenue and minimum consumption. 
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Q . — i was surprised to see that in your administration' report you liavo 
referred to tlio opium policy as a policy of maximum revenue and niinimum 
consumption, but actually is not your opium policy a imlicy of proliibitioii to 
the Burmans P 

A. — ^Yes, but not to non-Burmans. 

Q. — Could you give us an idea of how that policy has succeeded? What 
was the j’ear in which registration was made? 

A. — The original registration was made about 35 years, ago ; it was revised 
10 years later. 

Q. — Could you, give us an idea of tlie experience so far? The policy was 
to register everybody who was consuming oi^ium at the beginning, and as 
they died out, they were not to bo replaced, so that nftei' a generation you 
would have no Burman left. 

A. — That is so. 

Q. — ^What is the present situation? 

A.— We have got more unregistered Burmans now than registered 
Burmans. The number of registered Burmans has dwindled down to 3,671. 
In some districts only one man is left. 

Q. — ^Nevertheless consumption has not gone down. 

A. — In some parts there are five unregistered Burmans to one registered 
Burman. 

Q. — By unregistered Burman you moan a Burman who takes oiniim 
without being brought on to your registers? 

A. — ^Yes; he gets the stuff fi-om smugglers. 

Dr. JSyder, Q. — You say that for one registered Burman there are five 
unregisxered Burmans ? 

A. — ^Yes, in Aralcan. 

Sir Fercu Thompson. Q. — Can’t you prevent their using opium without 
registering themselves? 

A. — ^IVe try to, but it is impossible to do so especially in malarial Aralcan, 
where there is a long coast line for smugglers. 

Br. raranipyc. Q. — Is not the very fact that a man who is unregistered 
is seen under the effect of opium a crime by itself? Couldn’t he bo hauled 
uj) for it? 

A. — It is an evil, but it is not an offence yet. 

Br. Byder. Q. — May I read to you in this connection a paragraph from 
the report? “Nevertheless the price of illicit opium, whether Indian, Chinese 
or Shan, was everywhere much above that charged by the licensed shops 
except on and near the north-eastei-n border.” The unregistered Burmans 
presumably consume illicit opium ; surelv they Avould not pay much more than 
they would have to if they were registcrecl. 

A.— They have to pay much more, as they cannot be registered. 

Sir Tercy Thompson. Q. — Surely the object of prohibition is to stop 
people taking opium. If that object is not attained and people continue to 
taice oiJiUm just the same, there should bo a reduction in the duty leWed. 

A. — That is the reason why we have introduced the prophylactic experi- 
ment in the Myaungmya district. Opium is used on medicinal grounds by 
labourers, etc., who have to expose themselves to cold and wet. 

Q. — Does that cover all unregistered people ivho you know are taking 
opium ? You are just trying the experiment ; very possibly, you will introduce 
it universally. 

A. — Not all, as we would confine it to only malarial parts. The Legis- 
lative^ Council wanted to turn it down; we might be able to get over the 
opposition. 

Q. — Do the Legislative Council know that the use of illicit opium is 
quite a common thing and that the proVince is getting no duW out of it? 

A. — ^Thoy know it; but some members as well as. those outside the Council 
say that if Government abolished opium shops, everjdhiug would be all 
right. 
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t)r. Paravjpije.' Q. — ^^Vo^lld tlioj' be prepared io accept any piece of 
legislation making it a presumptive offence for a man to be opium-drunk? 

A.— I do not Iviiow whether they would go to that extent. People would 
not co-operate with the Government in stopping smuggling, hut they say that 
the smuggling would die out if Government opium shops were abolishca. 

Sir Percy Thompson. Q. — ^That is perfect rubbish; the more you resti'ict, 
the more people would take to illicit stuff. Is that not your experience? 

A.— Yes. 

Dr: Syder. Q. — Do I undei'stand you to say that there are no more 
Burmans ' who were originally registei-ed who_ now consume opium and for 
every registered Burman there are five rinregistered Burmans? 

A. — ^No, there were 3,571 registered Burmans at the close of 1923-24. 
The proportion of 6 to 1 is onlj' in one part of Burma, viz., Arakan. In 
Ivyaukspyu district which is_ very malarial, my estimate is that about 75 
per cent of the people are opium eaters. 

Q. — ^Firstly, people have to pay more, and secondly, there is an increase 
in the number of opium eaters. 

A. — At least the number is not decreasing. • 

Q. — ^IVhat is the objection of those Burmans who have nol registered 
to do so? 

A. — ^They are anxioiis to be registered, but I think it is a mere senti- 
mental objeetion on the part of the peojile to allow them to do so. 

Sir Percy Thompson. Q. — ^It has come to this: there is a prohibition of 
licit opium and an .encouragement of illicit opium. 

A.— Yes. 

The Preskieni . Q. — You say there is an area in which almost all opium 
consumers previously obtained their supplies from illicit sources. 

A. — ^Tliat is in Myaungmya. We take great pains-to enquire into those 
who are taking opium for health and issue opium to them as a sort of 
preventive. They would be much worse if they did not take opiinn. 

Q. — This experiment is only to be extended to persons who are found 
to bo using opium as a prophylactic. 

A. — ^Yes, we have registered over 1,200 now. 

Dr. Paranjpye. Q. — Are they expected to eat opium or smoke it? 

A. — ^Most of the Burmans are eaters, not smokers. 

Q. — But these registered Burmans are smokers? 

A. — ^I’^ery few of them are smokers, thej' are mostly eaters. The Chinese 
are smokers as a rule 

The President. Q. — I see it stated in your last report that if percentages 
of habitues to total poinilation arc increasing from j'ear to year, then wo 
may be justified to say that the taste^ is increasing among the population 
and you go on to say that the taste for this aromatic drug with its pleasing 
dreams is not on the deovease.’ That is the result of 30 years of prohibi- 
tion ? 

A.— Yc-s. 

Q. — ^iSIay we pass on to yonjo? Theie you have absolute prohibition. 

A. — ^Yes, we have not known of a case in which a Burman has taken 
to it as a habit. 

Q. — Are there ample supplies of ganja? 

A. — About one lakh and a half of tolas seized in 192.3-24. 

Dr. Uyder. Q. — ^You say there was a drive in 1921-1922 -with the result 
that there was a distinct siiortagc in tlie supply of ganju. 

A. — There was, Init I think the practice is still going on. 

Q. — You sasj that this practice prevails among Indians. In which 
disti-icts does this i)ractice prevail? 

A. — ^There are Indians scattered all over Burma, but Bangoon and the 
Arakan border ai’e the chief places. 



The Trcsklcnl. Q — Where does the iiuporled j/o/i/u' conic from? 

A. — Sonic from jrndras, some from Bengal, some arc groivn in the Yotuas, 
and oilier hills in Burma. 

Vr. Tlydcr. Q. — Does it groiv wild in the Y-omas? 

— It is cultivated there. It' grows wild in the Shan States and the 
Kachin Hill tracts. 

Q. — Arc not such cases reported? 

A. — 1’liis cultivation is all in inacecssihlo places and cannot he controlled. 

The L'rcsiilent . Q. — there any eultirmtion of ijitiiiu in Burma at all? 

A. — Yes; on the hills. 

Q. — Do your officers know that? 

A.— Yes. 

(). — So, you tried total prohibition* c.xtcnding over half a century and 
that has failed; and j’ou made another experiment in partial prohibition and 
that has also failed. 

A. — YY»s. But f am not aware of any experiniont in partial prohibition 
of ijktija. 

T>r. Hydcr. Q. — Has the policy failed in so far as the Buniians are 
concerned in the matter of (junia? 

A.— No. 

Q. — It has failed in respect of the Indians who arc addicted to it? 

A.— Yes. 

• 

The President. Q. — Is not there something inconsistent in enforcing this 
prohibition on the rorcign people in the case of while you don’t 

enforce a similar i)rohihition in the case of opiiim which docs appeal to your 
people ? 

A. — Our fear is that wo might create a new taste. 

Q. — Y’'ou would not remove the present ])rohibition on gambling, apart 
from races? 

A.— No. 

Dr. Hydcr, Q. — Jilay 1 ask you if gambling is an old Burman vice? 

A. — Y’^cs; it is an old Burman vice. They have the gambling instinct. 

The President. Q. — With irgard to tobacco, is there any movement to 
stop juvenile smoking? 

A.— No. 

Dr. Hydcr. Q. — Are these — tobacco and opium — having any effect on the 
physique of the people? 

A. — Opium has. because they take it to excess. If it is taken regularly 
in small quantities f think it is very good. But the Burmans are not regular 
and they take it to excess. 

Q. — I think occasional excessive indulgence in oirium would not produce 
much harm — say once in three or six months. Do young imople take to 
opium ? 

A. — Young lads of a1)out 20 tako^to it. 

Q. — And do you notice no difference in their physique? 

A. — After some time there is physical deterioration. But the Chinese 
can stand it. They are very regular and there is very little physical deteriora- 
tion among them. 

The President. Q. — In answer to Q. 65 you say “The duty rates on 
country spirit in this province vary from Rs. 1-4-0 to Es. 13-12-0.” 

A. — Y’^cs; it IS very difficult to fix the rates uniformly. The question 
is one of difficulty.. 


* In his letter of the 17th April 1925 to the Panfioon Gazette, Ylr. Aung 
ooints out that the failure of the actual stops taken towards prohibition in 
Burma is very significant. 
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Sir Pcroj Thompson, Q. — Do you fix tlio maximum price? 

A. — Only in tiro districts it is fixed. Tn the otlior places they charge 
anything they like. , 

Q. — You still have liquor of diffei-ent strengths — 30. 40^ 50 and 60 
degrees ? 

A.— Yes; in Upper Burma they have 30 and 50 and in Lover Burma, 40. 
fTho spirit of the weaker strength is not vein- popular. 

Q. — You vary the duties every year? 

A.— Yes. 

Q, — ^And you don’t think you could push them a little higher? 

A. — No, not in Rangoon, at least for the present. 

Q. — In the administration report it is stated “The distiller’s price varied 
from Rs. 2 to Rs. 4-2-0 iior London-proof gallon. The duty varied from 
Rs. 1-4-0 per London-proof gallon in Bliamo and Sfyitkyiiia districts to 
Rs. 12-8-0 in Rangoon.” 

A:— We are just issuing some instructions ns to hov to proceed with 
the revision. We want to reduce the license fees and increase the duty. 

Q. — Do you find it is possible to do that? 

A. — ^We are just tr 3 'ing it. 

Q. — Do j’ou find that increasing the dutj' makes the man bid loss? 

A. — ^If they do not bid less, the 5 ' resort to maljirnctices. 

Q. — ^YOiat is the idea of having var.ying duties? 

A. — They are changed according- to the local conditions — ^the object being 
not to drive the consumers to other foi-ms of cheap liquor. 

Q. — ^Do 3 'ou find that whore the duty is low, the retail price of the liquor 
is low too? Do J’OU find that one follows the other? 

A. — T think generally it ought to. though uot exactly to the same 
extent. When the duty is low, the price also will he low. 

The President. Q . — ^You say illicit production is prevalent. Have you 
any estimate as to the extent of the consumption which is licit and illicit 
respectively ? 

A. — Tn one sulidivision, T think there is much illicit consumption. 

Q. — Do you thiuk that half of the liquor drunk is illicit? 

A. — Probably more than that in thal .subdivision. 

Q. — Could you give us any opinion as regards tlie province as a whole? 

A. — ^Tt might ho taken that a quarter of the consumption is illicit. 

Q.-^-Have you anj’ such estimate to give us ns regards opium, taking 
the total consumption of the province as a whole? 

A. — It may ho taken as half and half. 

Q. — In answer to Q. 68 you say “If variable rates for the wholesale 
monopolj’ he imposed on such imported liquoi-s, in addition to the customs 
duty for import, we should he able to tax Java rum higher”. Wh.at do j'ou 
moan by ‘variable rates for the wholesale monopoly’ ? 

A. — ^At iiresent we have fixed license fees for the wholesale vend to 
retail vendors. But the wholesale importers jiay nothing more for _ the 
wholesale vend to wholesale vendors. Tin's is with regard to foi-eign spirit./ 

Q. — ^Would J’OU like to put a protective duty on Java rum through means 
of a monopolj’ license fee? 

A.— Yes. 

Q. — ^The fori tree-tax sj’stem was tried and abolished? 

A.— Yes. 

Q. — Could J’OU give us a short account of the method in which it was 
tried — that is, 'what was the rate of the tax per tree, what was the method 
of marking the trees, and so forth? 

A. — I have received a notice of this from the Financial Commissioner 
only a few minutes ago and I u’ill give j’ou a note on the subject. 

Q. — ^You think that the auction sj’stom is suitable? 

A. — ^Yes. 
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Q. — But you say you aro exporimonting with a touclor system in 
Moiilmeiii. '\\0iat is the reason for that? 

* 'A. — Because peojile say that to make good the enormous license fee, 
the licensee has to resort to illicit practices. 

Q. — Have you found that that is the fact? 

A. — That is udiy we want to reduce the auction-fee in the case of 
country .spirit. 

Q. — ]s he less liahlo to resort to malpractices, because he gets in much 
cheaj)er ? 

A. — Yes; But in Moulmein under the tender system wo realised moro 
than from the auction system. 

Q. — You say “Several politico-temperance societies have aimed against 
GovernmenlAicensed shops, hut not again.st drunkcnne.ss from an illicit 
.source”? 

A. — Yes. I’omporaucc .societies arc simply political. They want to boy- 
cott the Government shops, and they prevent people going to Government 
shops. 

Q.— In the case of ojiium siiops, you'nim at a more or less uniform profit 
of Bs. 1,000? 

A.— Yes. 

Q. — And you give lhal by .selection to individuals? 

A. — Yes. 

Q. — Can you not realise moro by sale by auction? 

A. — T am in favour of salaried vendors. 

Q. — ^You suggo.st that having an honest snle.sman on Bs. 50 per mensem, 
you would save about Bs. 50.000 a year. 

A.— Yes. 

Q. — You also have an arrangement under which the shopkeeper has to 
break up the cake of opium into small packets before sale? 

A. — ^Yes. 

Q. — Would you ap[)roro of a .sj’slem under which it would ho made up 
at the Gha/.ipur factory into pills and sent down in scaled bottles.? 

A. — That would rather increase the cost of opium. 

Q. — If it wore done on a large .scale, will it bo more costly than you liavo 
now when each man has to emiiloy a certain number of poojile to cut it into 
.small pieces and weigh each bit separately? Jloroover, don’t you find tliat 
these packets will not keep for a long time? 

A. — I think the bottle and transport charges will cost too much. But 
if it docs not increase the cost aiipreciably, T don’t mind trying that method. 

Q. — Every medicine that is sold is sold in bottles. Sforoover, would it 
not also help you in dealing with smugglers? 

A. — Yes, it would. 

Q. — You say that a special detective staff has been recently sanctioned. 
Wliat is the strength of that? 

A. — The Chief Suporintondont of Excise has three Inspectors and four 
Sub-Inspectors, and seven peons. 

Q. — Bo they operate on the i-ailways? 

A. — Yes; all over the province. 

Q. — Is that an outcome of tlie enquiries made by Mr. Comber, a Burma 
police officer who was deputed in 1911 to go into the matter? 

' A. — I do not know whether it was the direct outcome of that. But the 
present Chief Superintendent has been fighting for it and wo have just 
managed to got the sanction. 

Q. — ^^Vould you approve of having a .stifff operating in India under the 
Central Board of Bevenue which would gather all information from your 
special Excise staff and similar staffs .all over India, so tliat it would bo 
able to deal with snpiggliug in a more efficient way? 

A. — The bureau here is in toucli with other bureaus. 
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Q. — Blit tliero is no central -co-ordinating Inirean. 

A. — I do not know whether it will not cause delay. But if we wei'e to 
directly communicate with the Bengal bui'eau I think we can get things 
done more quickly. 

Q. — Some provinces have not got bureaus. Other provinces are not 
interested in stopping opium from reaching you. 

A. — We might have a central bureau. ^ • 

Q. — ^You are considering the taxation of hlawzyc. 

A. — ^In Rangoon there is to be a central brewery to supply local shops. 

Q. — Are you going to levy excise duty? 

A. — ^Yes. We have not decided the rate. It may be 8 anna^ a^ gallon. 

Q.— Is cocaine and morphia sold in Burma? 

A. — ^Yes. In Rangoon to a great extent. It is being introduced in 
some districts in the delta. In some districts we are able to keep it out. 

Q. — You used to have a law prohibiting hypodermic sjwinges. Is it still 
in force? 

A. — ^Yes. 

Q. — Nobody can use it without license. Is that operating as a check? 

A. — ^In some cases the compounders use it for injections and we have 
prosecuted some. 

Q. — You are making a claim on the Government of India for a larger 
payment on salt staff? 

A. — ^Yes. 

Q. — Js there any proposal to separate the Salt and Excise staff? 

A. — ^Not necessarily to make it a separate staff; hut there is a proposal 
to make salt a transferred subject. 

- Q. — Salt is a central subject, 

A. — ^I^^e want to take Salt from the Government of India, 

Q . — J think they will never agree to that. 

A. — ^That remains to be seen. 

Q. — ^There was an experiment in the direction of the Government 
owning the liquor sliops in Rangoon. 

A. — We proposed that the Government should own premises for liquor 
shops, but it never came to pass. 

Q. — ^You are still in the same old difficulty of getting shops? The 
chaiimian of an Excise Advisory Comnuttee charged a licensee Rs. 1,200 a 
year rent for a shop site in a field belonging to his own wife. 

A.— Yes.‘ 

Q. — ^There has been a large i-estriction of the allowance of opium in the 
districts. Is that the allowance for Burman.s? 

A. — ^It is for all, mostly Chinamen. 

Q. — ^Do they get more than they really need? 

A. — Some of them do hawk about the surplus opium and make a living. 

Q. — ^The cutting down has been overdone? 

A. — ^In spite of the increase of wholesale price there was a large reduction 
in I'e venue. 

Q. — ^There is a reductioil in issues? 

A. — ^Yes, due to reduction of allowance. The normal consumption of a 
Giinaman is 7 to 7^ tolas per month. To be on the safe side, the Chinese 
laI)ourer is given only half the allowance in the mines of Tavoy. There is 
a special licensing system. The employer takes out the opium for his 
employees. ' 

Dr. Paranjpye, Q. — ^Does every Chinaman take opium? 

A. — ^IMost Chinamen. We have got 17,000 Chinese registered smokers. 

Q— i^fy object in asking you was to know if .a Chairman can register 
himself for smoking and sell it to others. 

A. — There are some people who hawk the .surplus to others. ” - 
VI-6 
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Q. — wish to know wlietlier there are Chinamen who don’t take opium 
but get themselves registered and sell them to others. 

A. — Most of the Chinese are opium consumers. But only 17,000 have 
got themselves registered as smokers. Some of them do not want to ^eb 
themselves registered. 

Q.— Why? 

A. — There was some idea that they would he regarded as criminals. 

Q. — So every Chinalnan can get hiin.self automatically registered if ho 
pleases ? 

A. — Enquiries are made as to habit, reputation and antecedents, etc., 
of the applicants before registration as ordinary consumers. But the 
registration of smokers has been closed. 

Q. — IVliat are the medicinal preparations made in Burma? 

A. — ^We have just issued instructions regarding a private warehouse and 
patent medicines made out of spirituous liquors. 

Q. — You refer to the secret ingredient experiment, what is that? 

A. — ^We want to find out the malpractices of the licensees. We treat 
our issues with some harmless secret ingredients so that when any outside 
spirjtns introduced it could be detected on an analysis. 

Q. — Has it been a success? 

A. — 'We are just experimenting Avith it. 

Hr. Kydcr. Q. — Is there a strong temperance movement in Burma? 

A. — It is not systematic. Political associations and religious a.ssociations 
now and then take up the question. 

Hr. Paranjpye. Q. — Is it more anti-Government than pro-prohibitionist? 

A. — Anti-Governmenc. 

The Hon’hJc Setniar Jognulra Singh. Q. — How do thoj’ show it? 

A. — They try to boycott Government shops. 

Hr. Uyder. Q. — There are no shops, except Government shops. 

A. — No. The associations preach abstinence; but it is a mere cloak for 
the political movement. They form political associations and s,ay “Wo do 
not Avant people to drink.” 

The witness before withdraAving volunteered the folloAving statement: — 

“I like to correct my Avritten answer to one of the questions relating 
to inter-provincial relations. It was written under a misundei’standing 
that the customs absorb the Avhole of the 'tariff on Indian-ma'do spii’it im- 
ported inte Burma. But as they only intercept the difference botAveen the 
customs tariff rate and the excise tariff rate, some adjustment betAveen 
Burma and exporting provinces of India, such as Bengal, AA'ould bo nece.ssary 
under the principle recommended by the Finance IMcmboi-s’ Conference tlmt 
dut 3 ' follows consumption.” 


Mr. W. B. BRAWDER, C.B.E., I.C.S., M.E.O., Officiating Chief 
Secretary, Government of Burma, was next exammed. 


Written memorandnm of Mr. Brander. 

Q. 48. — The first quotation is a .strong justification of the tax on salt. 
The great mass of the peojAle of India contribute Amiy little to the GoA’ern- 
ment’s revenues, oxcei^t indirectly. A tax on salt is almost a direct imposi 
on the Avhole population and is so small in itself per person that its inci- 
donee is scarcely felt. I can conceive of no other article of consnini}tion 
Avhieli is more suited to a tax than is salt, (a) becaAiso it is generally 
consumed, and (b) because in the .special circumstances of India it is not 
difficult to collect. 


Cl 



The socoiicl qiiotal/ion has prohablj' a reference to excise duty on alcoliolic 
liquors, and states the case for such duties as succinctly as it could ho 
stated. The policy of the Indian Government and of Local Governments in 
India is to increase the amount of revenue realised from these excise duties, 
and at the same time in-ovide no incentive to people to consume alcoholic 
beverages. In fact, the higher the duty the greater the difficulty people 
have in obtaining liquor. On the other hand, the duty cannot be carried 
beyond a certain point, because once the price of liquor has reached bej'ond 
that limit, the consumer falls back on illicitlj' prepared spirit, and on the 
oasilj'-procurable toddy or other cheap substitute. 

The third quotation is a further justification of a salt tax. In Burma 
I am perfectly certain that any variations in that tax are scarcely fell 
one tvay or the other. So cheap is salt that Government derives the 
maximum benefit from the imposition of this tax. 

Q.' 49. — 1 very much doubt whether in the special circumstances of 
India, it is jiossible to impose an excise duty on many of the articles in the 
list mentioned at the end of this question. On some of the articles it is 
undesirable to impose a duty for obvious reasons, amongst which are their 
use in industries of national importance, and secondly the impossibility 
of imposing a dut 3 ' on articles which are produced in every village of any 
size in the Indian Empire. On other than revenue grounds it might, Ikav- 
ever, be desirable to impose an excise dutj’ on patent medicines, on playing 
cards and on j^east. Each case has to be decided on its merits, and no 
general principle can be laid down in respect of manj» of the articles on 
which an excise duty might be imposed. India is at the beginning of her 
industrial development, and any taxation which might in any way retaid 
her development is, from her point of view, to be deprecated. 

Q. 50. — ^I have no doubt at all that to indirect taxation the graduated 
or progressive principle might in theoiy_ be held to be applicable, but in 
practice I do not believe that it is feasible so to apply it. To take one 
case alone, that of salt, the principle breaks down at once, because the 
distribution of salt is so widespread that it would be impossible to fix 
varying rates on an article such as this. Again, in respect of liquor, any 
attempt to increase rates on the higher qualities would inevitably tend to 
an increase of consumption of the lower qualities, so that any such attemjit 
at adoption of this progressive principle would defeat itself, as far as an 
increased return from the duties is concerned. Moreover, in India wlieic 
the kinds of spirit are so very similar, and where the cost price of produc- 
tion of the cheaper qualities is not great, the system wherebj' the strength 
of the spirit is regarded as the test is as sound as anj^ other. 

Q. 51. — ^I am in entire agreement with the statement of general policy 
in resiiect of taxation of salt quoted in 'this question. 

Q. 52. — do accept the statement that it would be difficult to dovisc 
any other duty of general incidence less oppressive and less open to evasion 
than the salt tax. 

Q. 53. — I am inclined to think that there was no necessity to reduce 
the salt tax last year to its present rate. The saving to consumer was 
so slight that it was inappreciable, and the revenue derived therefrom was 
at the same time sufficientlj' large to justify continuance of the tax at 
the rate at which it then was. In the consninjition of any commoditj' there 
is alwaj'S a great deal of waste, and this is particularly noticeable in the 
case of salt, because it is so cheap that not even the poorest are unable 
to procure sufficient for their needs, while most people could quite well 
exist on a much smaller quantity of salt than is actually purchased by 
them. 

Q. 54 . — 1 have no experience of Indian conditions. In Burma the salt 
is ijroduced by licensees and sold at competitive iirices. The licensees in 
Burma are amongst the mo.st conservative of mankind, are loath to adopt 
anj' new ideas in respect of the methods of production and are so tied 
down to their wasteful system of manufacture that I can conceive of no 
improvement in their position or any improvement in the qualitj' of the 
salt manufactured, unless a radical change is effected. 

Q. 55 . — 'L am quite convinced that a cheaper and purer article could 
be produced by substituting large scale manufacture for production by a 
very large number of pettj’ manufacturers. This fact might be regarded 
as a ground for the gradual extension of the Government monopoly. But 
I have mj^self so little faith in Government's methods compared with ordi- 
narj' business methods that I should hesitate long before I would assent to 
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Uio idea of a large scale production by Goveriinieiit of salt in this province. 
Burma’s o.xporimoiits in Government nuinufaeturo liave not been peculiar'y 
fortunate. 

Q. 5G. — Again, I can only speak on belialf of Burma, and my view is 
that any protection to Burma salt uould only tend to confirm the salt manu- 
facturers in their antiquated and u'asteful forms of manufacture. I’ossiblv 
tlie best thing that could happen in Burma would bo the complete closim’ 
down of the groat majority of salt licensees. , 

Q. 57. — ^The separation of salt into various qualities is not strongly in 
evidence at the salt fields. I'ho practice is probably resorted to by' ifio 
wholesale dealers. "What is done is to mix salt of an inferior grade with 
that of a bettor grade, so that many purclmsers on a fairly largo scale 
lose heavily through purchasing niixturc.s containitig dcjireciuted .salt vaiue.s. 
The practice generally is to jiiix local .salt with imported .salt in Bangnoti 
and then distribute tlio resulting mixture throughout the Delta. It would 
be cxceedingh- difficult to prohii>it anj- such mixing of salt, and T am mA 
sure that the ordinary play of comj)etition rvill not in the long run be 
sufficient to kill a i)ractico which is admittedly di.shonc't and which involves 
the purchaser in the j)aymcnt of a juice in excess of that which ho ought 
to pay. 

Q. 58. — I regard the sale of salt by woigiit as the ideal to be attained, 
but in Biirma I (lucstion whether it would be juactic.-ihle to enforce any rule 
to that effect. Nor do I think that the jjractice of selling by measure eau.'^tis 
anj’ material loss to the consumer. 

Q. 59. — I am avor.se generally to tlie marked particij>alion of Govern- 
ment in the production or the distribution of ‘salt. I'acilitics can be given 
in other ways, as by arrangoment.s for the storage of salt, and by the grant 
of concessions in rc.si)cct of the jiaymcnt of duty. 

Q. GO. — I consider it undesirable and practically unnecessary to adopt 
any prooe.ss of donaturation of .salt in Burma. Salt is so cheaj) lliat very 
few people take the trouble to manufacture it illicitly, and if the donatur;i- 
tion is intended to i)roduco a salt on which the duty charged may i,e IcvS 
than that which is charged at pre.scnt, T doubt whether it would bo practi- 
cable to enforce any rules which would make it iucuinbent on Jixeise Oflicei-s 
to test salt hold by agriculturists for hona fulc agricultural purpo-cs nhicb 
had been purchased at a reduced rate of duty. 

Q. Gl. — T consider the policy of total i)rohibition impracticable utulcr 
existing conditions, h'irst of all. there is no strong public ojiinioii in favour 
of it, and socondlj’ any such polic*y could not bo ])ut into jnactice. Tiit-re 
arc thousands of acres of land in this province in which toddy troe.s or 
lUiuni palms grow, and from these a fairly strong alcoholic liquor cun be 
produced without any groat difficulty. Nloreover. there are few village.s in 
this province, in which the groat majority of the inhabitants do not under- 
stand how to make illicit spirit, and any attempt to curtail their purchn-o.s 
from the licensed liquor .shops would inevitably result in a great extension 
of illegal practices. 

Q. 62. — I do not advocate total prohibition in this country, and I am 
net therefore called upon to refer to the schemes mentioned in this question. 
I cannot believe tliat Dr. ^lathai's ju'ojjosals would be acceptable. Nor do 
I think that the Bombay Excise Committee have considered what the 
I'csrdt of their proposed forms of taxation will bo. The total duly estimated 
at twenty lakhs on the totalisator will probabl.y kill racing. Some of the 
other taxes are bound to curtail trade and to increa.so the cost of jiving, 
while some of the others would, at any rate in Burma, ho imjiossible to 
collect or woidd bring in a very small yield. 

Q. 63. — I accept the theory that a tax on alcohol may bo a j)Ositiye good 
by reason of the fact that while the price is raised consumption is diminished. 

I am also in agreement with the view stated in the second quotation. 

The third quotation is a further justification of the taxation of alcohol, 
although I am not prepared to admit that the consumjdion of alcohol is 
necessarily detrimental to personal health, morals or public order. _T am 
not at ali convinced that a tax on alcohol "which diminished consumption to 
the vanisliing point might not hring other and greater evils in its train. 

As regards the fourth quotation this also seems to mo, to ho a trui.sm. 

The fifth quotation also is applicable to the conditions in this province. 
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'riie sixth does not appear to carry one very far in respect of a, decision 
on this question of the taxation of alcohoJ, The chief ground to iny jninti 
must be the economic. 

Q. 64. — in this province 1 consider that more might be done by way ot 
taxation of alcoholic liquors. A great amount of revenue is lost, because 
in a largo number of villages no liquor shops exist; j'et consumers in these 
villages get their supplies. Thej’ are naturally opi)osed to any proposal 
to establish licensed shops and use religion as a cloak for their opposition. 
'J'hey then\ procure their suijjilies locally from illicit sources at a much 
choai)er rate than if they had to purchase their requirements from a 
licensed shop, and naturally resent any proposal which will add to the cost 
of living. I'liere are, however, certain classes of liquor introduced into this 
country from abroad which differ from other forms of liquor. I refer parti- 
cularly to Java ruin. That liquor might be taxed very heavilj^ by imxiosing 
additional fees on licensees who sold that iiarticular spirit. 

Q. 65. — The rates of duty on country sxiirit have to be widely divergent 
because of the different conditions subsisting throughout the province. For 
instance, on the southern border of Burma, it is possible for consumers to 
cross the river Pakchan to Siam and procure their supplies there for iiracti- 
callj’ next to nothing. Unless the rate of duty is verj' low, any attenqit 
to maintain a licensed shoj) is impossible. The rates in Burma are examined 
from year to year and are regulated in accordance with the oiiinion of 
local officers, who are best acquainted with the conditions of the areas for 
which thej' are resiionsible. J do not consider it is practicable to make any 
variations in the existing system. 

' Q. 66. — think it is almost certain that increases in the rates are bound 
to bo followed by increases in production. 1 am not sufficiently acquainted 
with the most recent statistics. The increases in the rates have always been 
made gradually in this country in order that the consumer might not bo 
driven to substitutes or to illicitly manufactured country spirit. 

Q. 67. — This question has not so far as 1 know excited any interest in 
Burma, fily recollection is that the amount of such liquor that is manu- 
factured in "Burma is not large. I consider, however, that the taxation on 
all liquor 'of the same kind should he uniform. 

Q. 68 . — have leferrcd already in my answer to Q. 64 to Java 
rum. 1 think this is a liquor which in my opinion might well have a 
supplementary duty imposed upon it by the Local Government. It is the 
one form of "liquor ivhich competes most closely with country spirit, Ijcing 
very similar to the country spirit manufactured in Burma. It can be sold, 
in Eangoou at any rate, at prices which tend to make it attractive to 
consumers. 

Q, 09, — ^xhis question hardly arises in the case of Burma as its supplies 
of foreign liquor are mainly obtained direct through the ports in Burma or 
are produced locally. As far as I am aware, practically no exports of 
locally made foreign liquor take place from Rangoon. 

Q. 70. — 1' am in agreement with the view that tari even when freshly 
drawn is as intoxicating as a mild beer. It certainly reaches quite a strong 
•’Icoholic strength when kept for a short time. It is frequently doclored, 
and thus becomes even more potent as an intoxicating beverage. The diffi- 
culty in Burma in taxiiig tari adequately is that great parts of the country 
are sparsely populated, and in these areas it is xiractically impossible lo 
maintain a staff to check the consumption of this liquor. In fact, in Upper 
Burma, in areas five miles aivay from any licensed shop, peojile may consume 
as much as they please of this beverage. 

T^de tree-tax system was tried in Lower Burma, but was doomed to 
failure from the start, because of the difficulties connected with the suxior- 
visiou of the dliani palm. This palm grows in the lower reaches of many 
of the rivers that are to be found in Lower Burma and thrives best on very 
muddy ground. The consequence is that, the illicit manufacturer of toddy 
from the (ihani palm can collect as much as he pleases without much fear 
of detection. In other parts of Burma where the dliani palm does not 
exist, the difficulties mentioned above render control" ineffective. "What too 
condemned the sj'stem as much as any other cause was the cost of the staff 
required. As far as m.y recollection goes, the staff practically ran .away 
with anj" profit that was deriveiT from the tree tax. 
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(J. 71. — ^In this province all I'oriiis of ganju arc proliihiLccl, so that 
Jliirina is not concerned ndth the rates of taxation on this clrng. 1 consider 
that this province is losing a great deal by refraining from the legitimization 
of the nse of ganju and it.s allied compounds, and I would support any 
proposal to disiiose of this drug to consumers through the existing opium 
shops. 

Q. 72. — From the point of view of taxation, I think that on the whole 
the present system of the wholesale supply of intoxicating liquors is sabis- 
factorj'. One difficulty that has to he faced dierc — which is not to he found 
in other parts of India — is that the local beer made from rice, Mawzaijc, 
cannot ho supplied wholesale. Each .shop that sells this liquor makes it on 
the promises. I helievc tliat considerable additions to revenue could bo 
elfccled i)y the establishment of a central brewery in a place like Rangoon. 

Q. 73. — This question has hocn threshed out ad .nauseam, and while 
I consider that Government liy disposing of its licenses by auction may in 
a few cases lose a little, I think that on the whole it secures as large a 
return bj' this method as bj' any other. '■ 

Q. 74. — A very considerahle reduction in the number of licenses for 
retail vend has been effected in Burma, but to my mind the methods adopted 
to secure a decrease have been on entirelj’ wrong lines. Sporadic, and in 
Jiiany cases ill-conceived, i^roposals have been made to reduce shoi)s in a 
particular area. 1 held a special enquiry into a reduction of shops efi'ected 
in a particular area in the Ba.ssein district, and found that' practically the 
only effect of the reduction was to cause trouble to the consumer who has 
to "go farther for his supplies. Revenue was practically the same after 
a few years. The total amount consumed was probably not less 
than it was, and the reduction in crime which it was expected would follow 
upon the decreased facilities for di-inking was not manifest. It is obvious 
to my mind that wholesale reductions are bound to result in the creation 
of monopoly values. 

Q. 75. — Burma is in a very different position from the other provinces 
in India. Here smoking is permitted becau.se of the largo nuinher of Chinese 
residents, and there is no rea.son whatsoever why these Chinese consumers 
of opium should not pay heavily for their supplies. If they were resident 
in such ])lacos as the Straits, they would probably have to pay more, and 
oven if in their own country they get large quantities at a cheap rate, 
that is because China is in a state of upheaval, and because there is no 
effective control over the consumption or distribution of the drug. I am 
not sure, however, that in Burma the price of opium to the consumer has 
not been raised beyond the safety point. By that I mean that I feel almost 
certain that the high price has induced snuiggling on a large scale. The 
supplies come not only from India but from China, from the trans-Salwcen 
Shan States and even from the south. I have heard that opium is some- 
times brought in direct from China. In spite of the efforts of the preventive 
staff, probably not more than 25 per cent at most of the opium smuggled 
into this country is captured. 

Q. 76. — The system of employing salaried 25erso]is is not in force in 
Burma. On the other hand, the .sj’stem that is in force is a very simple 
system. It is one based on giving to the licensee a more or loss fixed sum 
per annum. 

An objection to a salaried person is that the salary must be ijaid by 
Government and that the employee must then become a Government servant. 
I’lic system in force here has stood the test of time. It provides adequate 
remuneration for the licensee. It does not necessaidly give him anj" induce- 
ment to inci'ease his sales, and it is 2)robably as cheai) to Government as 
any other system. 

Q. 77. — The control of smuggling in Burma is one which is probably 
different from the problem in any other province in India. Not only has 
Bui-ma a long land frontier, but it has also a sea frontier. It has a ntimher 
of ports into which- entry luay easily he effected and it has a large number 
of estuaries and harbours in various parts of the Tenassorim coast, and even 
along the Delta which iiormit of extensive smuggling without any possibility 
of check. Again, the land frontier, particularly in the north-east, is such 
that to exorcise any effective control over imports is impracticable. The 
nature of the country facilitates the smuggling of the drug and until Chinn 
mends her ways the idea of posting a preventive staff along the frontier fo 
detect smugglers would involve the Local Government in siich heavy charges 
that they could not he faced. 



47 


Mr. Brander gave oral evidence as follows 

The President. Q. — Sir. Brander, yon have seni us a note about excise 
and salt? - 

A. — ^Yes, Sir. 

Q. — Salt is still managed by the Local Government? 

A. — ^Yes. Of course, the proceeds go to the Government of India. 

Q. — Is it managed by a combined staff? 

A. — Not altogether. We have a special subordinate salt staff in charge ' 
of the districts in which the biggest factories are situated. We have also 
a. Chief Superintendent of Salt and we used to have an Assistant Suiierin- 
tendent in charge of Salt. It is a year and a half ago since I was in the 
doiJartment, and I don’t remember the exact numbers. 

Q. — You debit the Government of India with a share of the excise staff? 

A. — Yes. But we do it because the excise staff in certain di.stricts 
do salt work also. 

Q. — lYliat is the basis of the division? 

A. — ^I have forgotten the basis of the division. I am afraid I am too 
mnch out of touch with the department to remember the basis of our 
calculation. There have been many changes since I left the department. 

Q. — I understand that you levy a composition duty. 

A. — ^It is levied in certain' districts. As far as the salt industry is 
concerned in those districts, it is practically worthless from the point of view 
of manufacture. 

Q. — ^W^hy not wash it out? 

A. — I don’t see any necessity to do so. It does not lead to any material 
loss to Government .revenues, and it does provide people who live in those 
parts with an occupation. 

_Q. — ^Is there a godd deal of fraud in the composition licenses? 

A. — I don’t think it leads to any great fraud. T used to inspect the 
factories when I was in charge of a subdivision, and on the udiole we 
could get within a fairly close approximation of the right amount that was 
manufactured. 

Q. — Captain Walker says in his report : “A cleaner product would bo 
sure to find a better market than salt of the qxiality of that at present 
producecl. Assessing the tax by the size of the evaporating pan seems 
to lead to much abu.se : thus in one jilace a duplicate pan was found for 
which no tax was pa d. TIi.s nni.st lead to a great loss in ro%’’enue.” 

A. — I don’t think it matters much. I don’t think there is any great 

loss. 

Q. — ^It is also Amriable? 

- A. — Yes, the amount varies from year to year. A good deal depends 
on the effective supervision of the staff. 

Q. — Js there not a proposal in hand for revising the rates of composition? 

A. — I cannot tell you that. It must be a recent development. 

Q. — I see the Deputy Commissioner, Akyab, arrives at the conclusion 
that only about one-fifth of the salt consumed in the district pays duty. 
You will find this in the report for 1922-23. 

A. — ^But Akyab is not a composition duty district. I think there is a 
'good deal of illicit manufacture there. 

Q. — ^It shows that you require large preventive staff which you don’t 
get now. 

A. — ^Yes. As it is, we find difficulty in procuring the staff to maintain an 
effective supervision. These salt manufacturing areas are all wild places 
and it is difficult to get the preventive staff to stay there. 

. Q. — ^You will see at thfc end of the last Administration Deport it is said : 
"It would- seem from these cases that the time has arrived for a general 
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tightening up of control and supervision. The nature of the industry 
and local conditions make it necessary that a certain amount of trust should 
ho placed in salt licensees, who are in a position to defraud the Government 
of revenue if they care to ho dishonest and run the risk of detection.” 

A. — It is admitted^ that there is a considorahlo lo.ss of revenue siniplj 
through lack of supervision which can be tightened up only hv the increase 
of staff. 

Q* — Can you give us the idea of what is the extent of the staff? 

A. — ^You get it on page 23 of the report. You will find there the 
number of inspector.s. sub-inspectors and peons. Tbc total is 120. 

Q. — It is extraordinarily small? 

A. — Certainl 3 -. It is obviously inadequate. 

Q. — In referring to the compo.sition diitj’, it is said in the report, 
that if an.v reliance is to bo jilaced on the figures of estimated outturn 
and niimbor of months of inanufacturo it would seem that the rates of 
composition duty fixed under Section 8 of the Burma Salt Act, 1017, are in 
need of revision. 

A. — ^Yes. 1 think wo began by making enquiries whether we could 
not concentrate the manufacture of salt in certain districts and introduce 
forms of new manufacture. TIio Govornment placed Mr. Jlobortson with n 
member of the Geological Survey on special diitj* to examine the .s.alt 
wells and the report was under consideration when I left the department. 
Of course, if these wells wore in success, manufactures could lie very much 
more oasilj* controllocl. 

Q. — You have some experimental factories? 

A. — ^^Vo had an experimental factory at Amherst and it was quite a' 
success and it did bring in a certain amount of money, but wo did not 
wi.sh to compote with iirivato enterprise and we shifted it to ICyaukpyu. 

Q. — Was it to imiirove tlio-methods of mnnufacture? 

A. — Yes, to make bettor salt and at a cheaper rate. 

Q. — You say, “I am perfectly certain that any variations in the .salt 
tax are scarcely felt one way or the other.” Actually there was an iiiereaso 
when the duty was doubled. 

A. — There was a slight increase. T don’t think the people felt the 
additional duty very much. ^ 

Q. — I mean an actual incrca.so in consumption, t 

A. — Quite probable, I cannot tell .you delinitely. 

Q. — The prices do varv in a most extraordinarv waj'. 

A. — The.y var.v laigel.v because of tlio difGcultie.s of transport. There 
are some places Avhere transport involves carting for miles into the interior. 

Q. — If vou look at page 19 of the report, vou will find a vaiiation 
from Ks. 2-2-1 to Rs. 6-1-2. 

A. — That is jirobablj- for foreign salt. The figure of Rs. 6-1-2 foi 
Shwebo is probabh- inaccurate if it is compared with places like Ivatha 
which is farther away than Shwebo. The juice in Ivatha is Rs. 3-10-6 and 
in Shwebo it is R.s. 6-1-2, and in hfyitkyina which is much farther than 
Shwebo it, is onl.v Rs. 4-10-0. I think the figure should bo Rs. 4-1-2. 

Q. — The reason I ask you is because Jlr. Robertson makes a point that 
it is the duty of the Government to keep down the middleman’s profit. 

T think it is very difficult. If the Government were to interfere in 
these matters, it often leads to results other than those intended. I am 
rather afraid that we cannot interfere. 

Q. — Is there any ring? 

A. — Indirectly there is, I think. I do not think there is any big ring, 
but I think they try to regulate the prices. 

Q. — ^You think the prices do rise when Burma salt cannot got in to 
Rangoon? 

A. — ^Yes. Another thing they do is to mix the Burma salt with the 
foreign salt and sell it as Burma salt. That is a, practice which should bo 
declared illegal. 
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dealing iritli the possibility of graduating excise duties you say 
tlio principle breaks doirii at_ once, because the, distribution of salt is so 
ividespread that it ivould be impossible to fix vai’ying rates on an article 
sucli as this. 

-A.._ — I thinlc it mould be in a place like Burma. I did not take that as 
much into account. The composition duty means that Government is getting 
some revenue from a taxable article in as cheap a n ay as possible. I do not 
regard it as an actual variation in rates. 

Q. — Could you not make the excise duty slightly lower than customs 
dhties ? 

A. — thinlv you could do that. You mean Burma salt should get some 
preference. T think it is possible. Personally I am not enamoured of it. 

' 1 think 3Ir. Eobertson is in favour of it. 

_ Q. — T admit that foreign salt is better than locally-made salt, but T was 
aslciug whether it would be iiossible to graduate it. 

A. — tliink it is possible. On the other hand, salt in Burma varies to 
such an extent. I doubt whether it would bo imssible to assess duty in 
this way. Even in the same factory I have seen two diffei'ent kinds of 
salt coming out from two successive boilings. You can see it with the naked 
e 3 'o. T do not think it is possible to grndnate it. At least it would involve 
the establishment a very large staff to check the quality. 

Q. — ^You say that you have very little faith in Government undertaking 
the production of salt and saj’ that Burma’s experiments in Government 
manufacture have not been peculiarlj’ foi-tunate. 

A. — ^Y'^e tried solar salt, i.e.. we tried to make salt bj’ the solar system. 
Y’^e copied this sj'stem from Bfadras and put an officer from Madras on this 
duty, but it was found to lib a hopeless failure, because the conditions here 
are different. The dry weather is not long enough. It might be done perhaps 
in Upper Burma, bub in Lower Burma it is perfectly liopeless. Even in 
the middle of April wo get heavy showers. 

Q. — Yon have not got up-to-date methods in Burma at all. ft is a 
traditional cottage industry. 

A. — T regard it as purely a cottage industry. T consider that locallj’- 
- made salt is not good, and but for political reasons, T .should prefer to have 
imported salt. 

Q. — ^Ts it not practicable to have large scale salt production bj’ licensees? 

A. — ^Tho preseJit licensees coTild not take np an.v largo scale mannfactnre. 
As a matter of fact, they do not know anything. I doubt very much if yon 
could get anj’^ Bnrmc.se syndicate to take it np. It is impossible to take 
np 'large scale manufacture without foreign capital. 

Q. — I understand that Mr. Eobertson is not in favour of a Government 
monopoly, but thinks, that the local industry should be maintained on a 
sufficientl.v efficient basis. Burma would then be self-suppoi'ting in case of 
aiioUier war? 

A. — ^In case of war, production could be iucroased very ea.sil.v. It simply 
means adding lo the number of boilei’s. 

Sir Percy Thompson. Q. — If the small producer is inefficient and his cost 
of production is higher, is it not worth while for a syndicate to start l)ig 
scale manufacture? 

A. — But you have got political reasons against it. It is almost certain 
that ISuropen'n capital would have to come in to finance .such operations, 

Q. — But snppo.se a .sjmdicale is ])repared to do that, would Govermi'cmt 
refuse them the fight? 

A. — T think there might he some opposition. 

Q. — I do not say that the jirescnt liccuscos should bo probibited. 

A. — Even then there will bo opposition. The present licensees are most 
inefficient arid tlieir molliods are wasteful in the exti’eme. Then people are 
most conservative and Ihej- won’t tiy to improve their methods. If j’on 
get over the political difficulty. I admit the proposition would be excellent. 
On the other hand, the political ten.sion would proh.ably involve refusal, 
because these manufacturers would protest. 

YI-7 
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Q. — ^The result would be the public would get cheaper and better salt. 

A. — do not think the average politician would consider that. He is 
always concerned with the feeling amongst tho salt manufacturers who would 
be driven oxit by the large-scale manufacturer. They wopld simply say that 
the Government had interfered with a traditional form of industry and so on. 

The Son’ hie Sardar Jogendra Singh. Q.— What profit does a salt maker 
get? 

A. — I think it might work out at about 100 rupees for six months. 

Q. — ^Vill it bo necessary to protect efficient manufacturers of salt? 

A. — do not ‘know that large scale of production would bo successful 
even if run economically. Tho chief difficulty is to secure sufficient fuel for 
tho large production of salt. Tn mo.st of the salt-producing areas they find 
groat difficulty in getting sufficient fuel. Moreover, there are no proper 
roads and railway communications. 

The President. Q.— What do you think of tho future possibility of 
this trade ? 

A. — My own view is that the small licensees will gradually die out, and 
their supplies bo replaced bj’ imported salt. I think it is bound to happen 
hove sooner or later. T cannot see any reason for supporting any industry 
which cannot survive liy its own natural powers. 

Q. — Is tins not an industry .subsidiary to agriculture? 

A. — Not altogether. Some of them have fields in addition to their 
factories. 

Q. — Can it be said that tho coolies woi'k at agriculture also? 

A . — X certain number of coolies work at agriculture and when it is 
over they work for tho salt manufacturers during tho dry weather. 

Hr. Paranjpijc. Q. — Don’t you think it is necessary in tho matter of salt, 
tho country should ho self-supporting? 

A. — Is there any country in tho world which is self-supporting? T think 
some are, but not all. 

Q. — I mean from tho point of view of defence in tho case of war. 

A. — I think it would bo very easy to work up tho salt industry; if 
necessary, it can bo worked up within six months. 

Q. — ^But within six months there might bo much misery? 

A. — I do not think so. 

Dr. Syder. Q. — If tho argument is accepted that tho country should bo 
self-supporting, then I think every country should manufacture each and 
everything. 

A. — Quite so. 

The President. Q. — Is the salt credit sj’stom in force in Burma? 

_A.. — ^It is only in force in regard to Amherst salt. It was started recently 
and I do not know how far it has gone. We allow them up to six months. 

■ -Q. — Can you toll us the extent of issue of salt for industrial purposes? 

A. — That again is a matter which came up when I was about to leave 
the department. I know we allow a certain amount for chemical industries, 
and we allow some for the manufacture of sauce and wo do not allow it 
for i;he curing of salt fish. 

Q. — I think it is said in your note that the Government of India can 
hardly be expected lo forgo the dntj. 

A. — ^That was tho idea. 

Q, — ^But as a matter of fact in other provinces the Government of India 
forgo lakhs of rupees worth of dut\ and until recently they have boon 
forgoing a large part of tho cost price. 

Q. — ^l' suppose you would have no objection to issue it duty-free for 
fish-curing purposes if you could get permission. 

A. — I raised the question once or twice; I was always told that it was 
not possible. 

Dr. Paranjpye. Q. — ^Is salt at all used in agricultural operations? 
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A . — Noj except foi’ feeding cattle. 

Q. — ^Is it not used for palm cultivation? 

A. — ^No. Tliey got enough salt froja the salt u-ater that' comes up to 
them. 

noi -A'dtJ.TeuoS' ‘osjoxe s^uop 6^ ’5 — ’f) 'jaypwaaj ai/j, say 

that no general xjrinciple can be laid down in respect of many of the 
articles on which an excise duty might be imijosed. 1 do not -know if you 
are familiar with the principles laid down by the Fiscal Commission. 

A. — On the whole I would accept these principles, generally. 

Q. — You are rather well placed in Burma for excise in respect of certain 
articles, e.g., you actually do levy an excise on tobacco by imposing an 
acreage rate on the crop in Burma. 

A.— Yes. 

Q. — There is nothing corresponding to that in the case of Indian-grown 
tobacco, so that you are actually taxing Burma tobacco higher than the 
imported Indian tobacco? 

A. — would not be prexiared to saj' that the crop rate here is assessed 
on all the tobacco grown. It is grown all over the place. 

Q. — was only suggesting an instance. If you wanted more revenue, 
it would be quite fair to' impose a tax on Indian tobacco. 

A.— Yes. 

Q. — ^Do you grow any coffee in Burma? There again you can get an 
excise dut 3 '. 

A. — ^I do not think any coffee is grown. All our coffee comes from 
Madras. 

Sh' Percy Thompson. Q. — ^How could j'ou get an excise on coffee? That 
would be ail import duty. 

A.— Yes ; on the other hand, India might adopt a similar policy in regard 
to certain articles from Burma. 

' The President. Q. — In. Burma you have a self-contained unit, but India 
could only retaliate as a whole. 

A. — ^As long as India and Burma are joined together, any interference 
with the freedom of movement of goods and of people would be icsented by 
the people. 

Dr. Paranjpye. Q. — What about Burma rice? 

A. — ^India cannot afford to do without Burma rice. 

The President. Q. — ^Would you approve of a tax on patent medicines? 

A, — Personally I have no great objection to that; I do not object to a 
tax on perfumery also. 

Q. — ^hlatches? 

A. — think it is rather a trifling tax. I should think that the amount 
■you would get would not be worth the annoyance caused to the private 
individual. 

Q. — was not proposing a monopoly, but only the possibility of an 
excise. 

A. — You could' have it on matches. 

Dr. Paranjpye. Q. — Have you a large match industry in Burma? 

A. — ^No. Several people have tried to make matches, but they have 
generally failed. 

Q. — ^Would timber bo available for splints? 

A.— Yes. 

The President. Q. — Aerated waters : you would tax the cylinder, whether 
it was locally filled or whether it was imported ; I think it is mostly local. 

' A. Yes; you could not tax aerated waters directly. 

The JTon’hle Sardar Jogendra- Singh. Q. — Did you ever think of 
imposing any of these taxes before j'ou saw this Committee’s questionnaire? 

A. — Yes; thej- were discussed once or twice, but they did riot go I'ery 

far. 
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Q. — Tliese articles did not occur to j'ou as suitable for taxation? 

-A. — would regard the taxes on articles niontioned in Q. 49 as being 
open to tne very grave objection that the cousunier always paj's a great 
deal more than the amount of the duty. 

I)r. Famnjpi/e. Q. — Are man 3 ’ patent medicines made 'in Burma? 

A. — ^'eiy feir. The Burnians themselves -have their - own sj'stem of 
medicine and they sell tliem, but some of the things they make cannot be 
regarded as patent medicines. Thej' do not sell them all over the place. 

Q. — Are your newsiniijers full of advertisements for these medicines? 

A.— i think it would be a good thing if that kind of medicine .was 
taxed out of existence. A large number ol them are. certainly injurious. 

The V resident. Q. — in reply' to Q. 64, you say’ that more might 
bo done by' way of taxation of alcoholic liquors. 

A. — I think we have carried out our policy to an extreme imint- in 
abolishing shops in places where there is a legitimate demand for liquor. 

Q. — You have an illicit supijly in place of a licit one? 

A. — ^Yes. 

Q. — You say that there are fcjv villages in Burma in which the groav 
majority’ of tlie inhabitants do not understand how to make illict si^irit. 

A. — ^Almost evei-y child over the age of 12 knows how to make illicit 
spirit. Practically every village has had its illicit still at one time or 
another. Hight along the railway line Irom Hangoon to Moulmein are a 
series of hills and you will find that every’ little gully has an illicit still. 

Q.— Is the illicit consumption greater than the licit? 

A. — We have been ;’ery active in recent years in j)utting illicit con- 
sumiition down. Taking everything into account, 1 do not think there is very 
much ditferejice betu'e'en the two. . 

2?r. Syder. Q. — Do they ^manufacture liquor from rice? 

A. — ^Yes, chiefly’ from rice. Our country spirit is made from jaggery. 

The Fresident. Q. — i see that they are also making fermented liquor 
from jaggery. 

A.— Yes. 

Dr, 11yd er. Q. — What are the objections to bringing toddy under control? 

A. — 1 do not Irnow much about the abolition of this tree-tax 
system j i was on leave when Government decided to abolish it. The real 
reason was, not that they did not want to control the toddy from the toddy 
X)alm, blit the ditiiculties connected with the supervision of the dhani palm. 
All along the Tenasserim coast and m the delta you have this dhani palm 
growing. It has a big root and the leaves ivhich come out from this are 
used for covering roofs. It grows in swamps. When we tried to introduce 
the tree-tax system into these areas, we found we were slowly killing our 
inspectors and sub-inspectors. We might have abolished the system as lar as 
these particular areas were concerned and concentrated on it in places 
where the toddy palm grew. 

The Fresident. Q. — I think they’’ tried the exxierinient in Upxier Burma. 

A. — When they started in UxdJSi’ Burma, it was a success, but 
uufortuiiately there were the difficulties about the dhani palm. When we 
went to mark one of these trees, we had to fix a x>iece of wire with a piece 
of lead. Peoxile took these off and used them for fishing nets; then a 
buffalo would come along and uproot the whole tree and fling it into the 
stream. 

Q. — Is there a very large manufacture of industrial sxiirit from the dhani 
palm? 

A. — ^They do not use that here. 

Q. — AVhy do you want to stop the Java rum? 

A. — Because 1 think that competes- very strongly with the local spirit. 

Q. — Not with the country sxiirit? 

A. — Java rum is really a form of country spirit. 
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Sir Percy Thompson, Q. — ^It is very much more lioavily taxed than 
country spirit? 

A.— it isj i would keei) it out, altogether. 

The lloiv’ble Surdar Jogendra Singh. Q. — Uo you iiut a protective duty 
on it? 

A. — The tariff rate is lis. 21-li-O and the excise rate on country si)irit 
is Es. 13-2-0.- i slioxild bo iuchned to put an extra rate on Java ruui. 

Q. — do you want to got rid of Java ruin? 

A. — Because it compotes with tlie country siiirit. The jiroffts from Java 
rum go to the Government of India. There is no reason why our locally 
mauuiactured stuff should not have pi-efereuco over the imj)ortecl stuff. 

Dr. Jlyddr. Q. — You mean to say that the proffts from Java rum go to 
the Gcntral Government? 

A. — Yes; it is customs duty. 

The President. Q. — Java rum is competing on an ciiuality with the 
locally-made foreign liquor? 

A. — They can produce Java rum very much choaxier. 

Q. — The Excise Commissioner suggested to us this morning that he 
would limit imiiorts to a single monopolist and take me duty out of him 
in the shaj)o ot a Very high licence tee ior the monopoly. 

A. — That was one of the suggestions I too made. 1 did not go so far 
as to suggest a monopoly, but i jiroiiosed that any shoii that iiurehased and 
sold Java rum should be required to pay an extra license fee. 

Sir Percy Thompson. Q. — ^^Yould not the Central Government have a 
ground for olijectiiig if you really kept out Java rum? 

A. — do not think it will necessarily keep it out. 

The President. Q. — The position is very much the same with what is 
called Colombo arrack in Madras which is a toddy-arrack made in Ceylon 
and imported to Madras. ' . 

A. — ^We have always to be very careful in increasing the price, because 
it might tend to increase the illicit manufacture of siiirits. 

Q. — You have a certain number of fixed fee foreign liquor license shopsP 

A. — ^Yes. 

Q. — Those can sell liquor comparatively cheaiily? 

A. — ^\Ve have been increasing the license fees for these shops year by 
year. People who drink foreign spirits have to pay ,a good price for this 
kind of liquor, it will probably have an effect on import. The more you 
increase the price, it is iierfectly obvious the less the demand will be, unless 
you have an increase in poinilation or an increase of desire among the people 
for drink. 

Q. — Or increase of wealth? 

'^A. — Yes. 

Q. — ^You say that the rates for country siiirit are regulated in accorjdance 
with the opinion of local officers? 

A. — ^Yes, they are consulted and asked for their opinion every year 
as to -wEat the rates ought to be, and orders are issued by Government 
fixing the rate. 

Q. — ^Are they generally inclined to be rather conservative? 

A. — J. do not think so. The rates have been gradually increasing from 
year to year. 

■ Q. — ^You have a great imriety of rates? 

A. — ^We have to have. 

Q. — ^And very little margin between them: you have rates of 3/6 
and 3/9? 

A. — It is largely a question of railway facilities. In some cases where 
the place is 20 or 30 miles from a railway station, they have to cart it out 
there. 
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Q. — ^Is it tlie three annas that go for the cost of the cartage? 

A. — think we base the rates on multiples of 5 annas. As a matter of 
fact I tried to avoid tliose variations as much as possible and bring them on 
the same footing. 

Q. — ^You say that turi is frequently doctored j with -what is it doctored? 

A. — ^With yeast. Occasionally (particularly in Upper Biu-ina) they put 
in other substances to make it more intoxicating, but they generally find it 
sufficient to put in a little yeast. 

Q. — You say that what condemned the tree-tax system as much as any 
other cause was the cost of the staff required. You had a comparatively 
low rate of tree-tax? 

A. — ^In spite of all the efforts made to increase the staff, the Finance 
Department jibbed at increasing it. 

Q.-^Not the Council? 

A. — The Council had nothing to do with it>. 

Q. — The Finance Department jibbed at increasing the staff even when 
it yielded a very large profit? 

A. — ^It was difficult to prove that they were getting a very great profit. 
I think it was a mistake giving it up in places where the toddy pahn grew, 
but I had nothing to do with it. 

Q. — ^Yon think the continuance of the total prohibition of ganja is a 
mistake? 

A.— I do. 

Q. — ^Because it does not appeal to the Burmans? 

A. — It would not affect the Burmans at all. They do not touch ganja. 

They use a little in their curries occasionally, but' that is like any other 
condiment. 

Q. — The effect is to compel Indians who are used to the consumption of 
ganja to resort to illicit practices P 

A. — ^That is so. 

Q.' — I see you are starting a scheme for the establishment of a Centi’al 
distillery ? 

A. — ^For a hJawzaye brewery. I do not know how far we have gone. 
I prepared all the necessary data for it, contracts, etc., but I do not think 
it has got any further. 

Q. — Have you studied the Jaiianese system? 

A. — sent for literature on the subject from the Japanese Consul and 
asked him how they preserved the local beer made from rice, hlawzaye, but he 
was not able to give me much information. I got two or three bottles of 
sake (which is much the same as hlawTMye) and had them analyzed. 

Q. — ^Is it not preserved by being kept in an air-tight vessel.*^ 

A. — ^It is put in bottles. I do not think Burma rice beer will keep good 
for more than a month j it becomes very sour. 

Q. — ^Don’t they keep toddy in the same way? 

A. — ^They do, but toddy does not keep very long. The idea was to bottle 
it up and send it out to the various retail dealers. 1 am perfectly certain 
that this Government is losing a tremendous amount of money over 
hlawzaye. 

'Q. — ^You refer in your statement to the following: “there is no reason 
whatever why Chinese consumers of oijium should not pay heavily for their 
supplies, and if they were residents in such’ places as the Straits they would 
probably have to pay more”. Can you teU us what the Straits system is? 

A. — The Straits system is one of allowing the consumer to go to the 
shop and smoke it there. I think the iJiice is about 1 dollar a tola. 

' Q. — Java has a most elaborate scheme. 

A. — believe so. I have never studied the Java system.. The Straits 
have several times sent men to study our system, because they thought of 
introducing it there. 


\ 
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Q. — ^You say that in s^jite of tlie efforts of tlie preventive staff probably 
not more than 25 per cent at most of the opium smuggled into this country 
is captured? 

A. — ^That is so. That is roughly what the most competent authorities 
found when they made enquiries some years ago. That is also my own 
opinion. 

Sir Percy Thompson. Q. — Wliat does this 25 per cent represent? 

. A. — ^We do not know exactly jvhat this 25 per cent represents. It is 
very difficult to calculate how much of the stuff we capture is really opium. 
They mix opium with jaggery, leaves and so on. 

’ Q.— QBow much of the remaining 75 per cent is consumed? 

A. — It varies a great deal. T 'think in one year we had a tremendously 
big seizure. I think the total was 2 lakhs of tolas. I should think anything 
up to 5 laklis of tolas of opium are coming here every year. 

Q. — ^How does it compare vdth the amount of licit opium? 

A. — We cannot tell very well what is happening along the borders. At 
one time they used to be allowed to bring opium over from China, but 
that has recently been put a stop to. The total quantity of contraband 
opium in 1923-24 amounted to 268,000 tolas; the coniiumption of licit opium 
was about 30,000 seers, i.e., 2,400,000 tolas. 

The President. Q. — ^Yon refer to Mr. Comlier’s report. Wliat was the 
outcome of his enquiries? 

_ A. — ^I was not referring to him. We made a subsequent enquiry and 
I think it was, like many other reports, simply filed in the Secretariat. 

Q. — ^Would it not help you to have a permanent co-ordinating authority 
between the different Provincial Governments in regard to opium?, 

A. — I think the problem hero is very different from what it is in India. 
The main source of supply of Indian opium is from Calcutta. 

Q. — ^But what we are told, for instance, in the United Provinces, where it 
is grown, is that they are not concerned with its being smuggled. Some 
proidnces even benefit by smuggling. Would it help .you to have a staff 
operating on the railways? 

A.— We have asked them to prevent Indian opium from coming over 
here and to give us every assistance; and it is obvious that some such scheme 
involving co-operation and co-ordination would help ver.y materially. 

Q. — ^You don’t actually send men to follow it up to the source? 

A. — ^No; we sometimes send men to Calcutta to make enquiries. 

Q. — As regards sale of opium, would you approve a scheme under which 
the opium is made up into pills at Ghazipur and issued in sealed bottles? 

A. — ^Would not that increase the cost considerably? 

Q. — ^It would be like ordinary medicines. It would be done on a manu- 
facturing scale for the whole of India; and the cost of bottles would not 
come to very much. 

A. — ^I cannot say anything on that at present. After all, a good deal 
of opiimi that is consumed here is purchased in three-tola packets. 

Q. — It seems to be rather wasteful that every shopkeeper should make 
the packets. Moreover the method I suggest will prevent srnuggling because 
it will be a sealed bottle. 

A.~I do not see how it can be done. _ We here have Excise Officers in 
charge of every shop to prevent any illicit practices. 

Z>r. Paranjpye. Q. — How many shops are there in Burma? 

. A. — ^About 150 or 160, 

The President. Q. — You don’t think it will do to have a regular salaried 
vendor? 

A.-^No. Our policy is one of protecting Burmans; hence these elaborate 
precautions. The Burman is susceptible to vices' like that of opium, and 
it is in order to protect him that we have adopted these methods. 

Q._ — ^We were told that the result of the experiment in prohibition for 30 
years is not very successful. 


C> 
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A— Because the Gorornment’s policy is wrong. It has not realized 
that opium is the only medicine knomi in many places in this province. It is 
used for dysentery, diarrhoea and dironic complaints of various kinds That 
has been the cause of the intense smuggling that has been going on here. 

^ 6®^ Biiiiiitiiis Tilio would udniit; ■bliti'fc ijlioy ciro rogulur coiisumors 
or illiciii opium o-iid t-lititi tlioy cniuiot do witliouli it. Xt is no us© to proliibit 
when you cannot keep the stuff out. 

Sir Percy Thompson. Q. — ^Do you think that illicit consumption and 
smuggling of opium and liquor is the result of the high rate of duty? 

A.— I do not think in the case of opium it is due to that; because the 
smuggling of opium is mainly due^o the fact that there are restrictions — 
in fact the result of prohibition. In the ease of liquor, I think it is probably v 
liartl 5 ' due to^ the prohibitionist attitude which has abolished shops in places 
where there is a legitimate demand. 

Q. — ^Is there any idea of reversing that 2 iolicy and opening more shops? 

A. — No, I do not think so, — not until they begin to find out that there 
is a large amount of illicit distillation going on. We have had to do that 
already in one or tivo places. You can never get control sufficiently -tight 
in the present conditions of this country. You have no popular feeling 
against it. Secondly, you have got very few Excise officials. You have got 
facilities at every hand. Rice is grown at your door. The people are quite 
prepared to take the crudest form of liquor. The I'esult is that you will 
always have it until education spreads and until the tightening of control 
becomes effective. 

Q. — Can you have any control sufficiently tight? 

A. — ^Not under the iiresent conditions. Immediately you propose any 
increase of staff for excise, the idea would be that Government was out to ' 
increase its revenue. 

Q. — ^By restricting the number of sliops, it would not result in prohi- 
bition, but it would simply drive iieople from licit to illicit liquor. 

A. — Exactly. 

Q. — ^Where does the opposition come from? 

A. — From the Burmans. It is laid down in their religion that liquor is 
abhorrent and they are prepared to wink at illicit distillation provided they 
"SCO the abolition of a shop. 

Q. — Is not the idea that tho^. State .should not take the money? 

A. — ^Yos, from that source. They are quite prepared to accept that 
Ijosition with equanimity. 

Dr. Ryder. Q . — Do the Burmeso women take to opium? 

A. — No; vei-y little. Burmans very rarely smoke opium. There has been 
a good deal of discussion on the subject in the Imperial Assembly, and no 
one made that point clear. Sir Basil Blackett referred to the smoking of 
opium by the Burmans. But practically very few Bm-mans ever smoke opium. 

It is only the Chinese that .smoke opium. 


Mr. E. G. ROBERTSON, Cliief Superintendent of Salt, Burma, 

•was next examined. 


Written memorandum of Mr. Robertson, 

Q.'' 51. — The genei'al policj' outlined is, as far as it_ goes, appropriate in 
India and Burma where the consumption of luxuries is confined to a very 
small minority of races and castes. In addition to tlie fact that the annual 
incidence 'of duty is exceiitionally low, the tax-payer is iiut to no periodical 
inconvenience as his conti'ibutions consist of infinitesimal instalments' paid 
each time salt is purchased. In Burma, for instance, the incidence of 
duty in 1923-21 amounted to 7.407 annas (with the salt tax at Es. 2-8-0 
per maund), or less than a quai’tor of a pie jier day. The polic.Y does not, 
however, go far enough and could, I believe, he improved by levying the 
tax on a quid pro quo basis. If the State desires to obtain a public revenue 
ffom a necessai-y article of human consumption, it is the duty of the vState 
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to protect tlie consumer from the machinations of “combines” and 
“sjmdicates” formed for the purpose of unduly keeping irp the price of 
salt. It is also a moral duty of the State to provide as pure and -irholesome 
-an article as ijossible. This argmnent implies the complete State mono- 
polization of salt, hut it has unfortunately been found in all countries 
in lyliich the State has undertaken the manufacture of salt, that the prime 
cost is usually higli under official management. I mould, therefore, leave 
manufacture to private enterprise and concentrate on State distribution. 
In India and Burma mhore a very large portion of the railmays and communi- 
cations are under Government control, it should not be impossible for the 
Government to assume omnership of all salt produced, or imported, and 
distribute it to certain fixed zones for sale at a standard price. In Burma 
the machinery required already exists to a considerable extent in the Excise 
■warehouses and opium shops established throughout the province. 

Assuming that the cost of transport and distribution -will not exceed the 
cost to free traders, the profit no-w earned by various stages of middlemen 
and brokers may be passed on to the consumer or, if the State allo'w for a 
very small perce7itage of profit on its transactions, it should be possible 
to set this aside for the purpose of meeting the cost of free distribution of 
salt to the poor in case of necessity. 

Q. 52 . — It would be most difficult, if not impossible, to find a less 
oppressive tax suitable, for an agricultural country such as Burma is, 
as well as complying with the dictum that “A tax should be levied at the 
time and iri the way most convenient to the tax-payer”. 

I can suggest no substitute, hut believe that if the distribution of salt ho 
controlled by Government the cost of collection could be reduced considerably 
if ^ the administrative macliinery employed for this purpose also be utilized 
to develop a system for the taxation and control of tobacco. 

Q. 53. — The incidence of duty per head of the population of Burma 
has been as follows during the past 5 years: — 
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Even at the enhanced rate of Bs. 2-8-0 per maund, the incidence 
compares very, favourably -with that of other countries. It is, however, 
of little value to consider the incidence of this isolated source of taxation 
without being in a position to quote the incidence of other sources and 
analyse the whole. 


Under the present free-trade system of distribution, it is usually the case 
that an increase in the duty rate is taken advantage of by retailers to 
raise their price.s a trifle more than the enhanced duty “to round off” 
in the case of purchasers who take relatively large quantities at a time. 
A very lai'ge number of consumers, however, purchase their requirements 
daily, for one or two iiice, and as it is not practicable to increase the price 
in their case, the middle class ajid wealthy consumer usually bear the brunt 
of duty enhancement. There is, hpwever, a limit to th’s process and when 
it is reached the daily purchaser "is given less salt for his one or two pice 
and a falling off in consumption should be noticed. T^Hien the duty rate 
was doubled in 1923-24 from Es. 1-4-0 to Bs. 2-8-0 per maund, the total 
consumption of salt in Burma for the year actually increased by 2.25 per 
cent and the average consumption per head of the population rose from 
17.97 to 18.37 lb. and no complaints by retailers or consumej's came to my 
notice. As a result of extensive enquiries made during the period the 
enhanced rate was in force, I am of opinion that the rate of Bs. 2-8-0 was 
not too high. 


I do not believe that the increase in expenditure per head of the 
population from 3.6 to 7.4 annas per annum was noticed sufficiently by the 
consTimer to rouse any interest in the matter. The increase in duty per se 
aroused very little comment _ but the manner in which the increase was 
imposed was little short of disastrous to the manufacturer, middlemen and 
petty traders. The long drawn out controversy and atmosphere of doubt 
VI,- 8 



58 


paralysed the market, i>ut an end to advance orders and stocks t v'ere 
considerably reduced. Although buyers and sellers of salt are legally pro- 
tected and provided for in cases of this nature, in practice, the protection 
oiilj- extends to capitalists and large v’holesale credit merchants. The uii- 
country buyer pays cash and usually takes his chance. It, therefore, seems 
to me that if Government distribution is not accepted, it is essential that; 
changes in diity rates should he clear cut aud final and not subject to 
lengthy controversy which reduces the transactions of petty traders to oho 
level of gambling. 

I would venture to suggest that there are apparently good reasons for 
the rate of salt duty being fixed on a higher scale in Burma than in other 
Indian provinces. The standard of living is very much superior in Burma to 
that of the average Indian province. Extreme poverty is rare, and the cost 
of administration is relativelj’ higher in consequence of this as well as of the 
abnormal incidence of crime. This has resxilted in the maintenance of two 
forms of taxation unusual elsewhere, i.e., the capitation^ and the 
thathameda taxes levied in Lower and Upper Burma respectively. The 
sum of these two taxes realized in 192.3-24, amounted to Bs. 98,15,477. The 
average total salt revenue in recent years has been approximately Es. .33 
laldis, lev'ed at the rate of Rs.1-1-0 per maund. If, therefore, the capita- 
tion and fhatliamcda taxes were to be abolished and the salt tax rate in- 
creased to Es. 5 per maund, a total .sum of Es. 132 lakhs may be realized 
conveniently at the source, from salt alone, and the incidence of duty at 14.4 
annas per head of the population would still compare favourably with that 
of highly developed countries, in which expenditure in the nature of 
capital costs incurred in developing the resources of the country have been re- 
placed by a steady expenditui-e more in the nature of recurring charges. I 
have no knowledge of the working of the capitation and ihntlinmcda taxes, 
but make this suggestion as the idea of reducing three systems to one and 
collecting the revenue' at the sources seems decidedly attractive. 

Q. 54. — All salt sold in Burma is sold by importers or licensed 
manufacturers at a competitive price. 

As I have explained in the preceding answers, I would suggest that this 
system be substituted by one of direct sale by Government at cost price 
plus a slight profit to be set aside as a reserve for the purpose of providing 
free salt to the very poor. 

Q. 55. — I would not recommend the manufacture of salt by Government 
as I believe the cost of production would bo higher than if this be loft to 
private enterprise. Large scale manufacture in Burma, where the methods 
emp’oyed would be practically identical with European methods, should 
produce a cheaper and purer s.alt, and I am of opinion that if any proposal 
to establish a large scale factory is forthcoming, the Government would be 
justifying in compensating exi.sting uneconomical pett 3 ' holding workers and 
licensing the large scale factorj’ on lines similar to those imposed in the 
case of distilleries and breweries, .subject to the condition that the whole 
of the factory output be sold to Government. 

Q. ,56. — T wo’ild prefer to subsidise sufficient large scale factories to 
meet the requirements of Burma, ■'intil they are firmly established. I believe 
that a Cheshire open-pan svstein ^’actory using brine concontr.atcd to 2.7'’ B 
by solar heat, should be able to prodxice in Burma salt of Liverpool standard 
at practically the same cost of production. If I am correct in my belief 
a protective tariff .should not be necessary, as against high grade salt from .the 
United Kingdom, but the local industr.v should most decidedly be protected 
against dumping operations of companies dealing in foreign salt. By 
“dumping” I mean the unloading of unnecessarily large consignments of salt 
in Burma to be sold at a loss in order to kill the local industry and maintain 
“ring” prices after it is defunct. This would not be possible if salt were to 
be imported only in accordance with the requirements of Government. It 
would be open to the Govei'iiment to obtain its requirements from the he.st 
and cheapest source but it is also essential th.at the local industry should be 
maintained on a sufficiently eflicient basis to enable the complete requirements 
of the countr.v to be locall.y manufactured should this course be necossarj^. 
In other words, I would recommend that the local industrj' be allotted "a 
minimum of one-third of the total salt trade of the province. 

Q. 57. — ^No sifting is practised in Burma. All salt manufactured in the 
country is ci-ystallized .at a high temperature which produces a 'uniform 
small grain. Large grain solar salt of foreign origin is crushed and sifted 
at the source before it finds a place on the Bunna market. 
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Q. 58, — do not tliink any action to enforce tlie sale of salt by weight 
instead of bj’ measure is necessary in Burma as no very wide difference m 
grain (i.e., size of crystal) exists. The quantity of veiy large grain solar 
salt consumed is negligible, and prices oi the fine grain salt consumed by 
the people of the country are nsuallj’ adjusted equitably in the Shan States 
and other outlying areas in which salt is sold by measure. 

On the whole, if any choice were necessaiy, I should prefer to adopt 
the measure sj^steni as affording less opxiortunitj'' to - sell uiisusiiecting 
purchasers a damp or sodden salt which loses weight considerably on drying. 

In the event of Government distribution being accepted, there is no 
reason wly' the existing system of sale in eacli definite area should not be 
continued. 

Q. 59. — The preceding replies have been based on my belief that the 
cost of transport can bo minimized and prices standardized by the Govern- 
ment establishing depots. It does not seem to me eqmoable that an article of 
food already taxed by the State should also have to provide dividends for 
merchants and iDroP.ts for middlemen. 

Q. 60. — I hare no definite fault to find with the existing system of 
allowing duty free salt out of bond to be used for industrial purposes, 
but must confess to a feeling of insecurity. This feeling has probably been 
felt by others, and it is quite possible that agriculture and industries have 
been deprived of concessions which might under other conditions have been 
granted. Tliis applies jjarticularly to pett 3 ’ and struggling industries and 
farmers who maj’’ not be in a i)osition to compl 5 ’ with the rules now imposed. 
The scientific den'atnration of salt should enable salt to be issued more 
freel.y under less stringent conditions. Wtb Government distribution, 
denatiiration at Government dex^ois would bo a simple matter. 

Under the present system of taxation, I would lirefer the manufacturer 
to purchase his requirements in the open market and obtain a refund of duty 
on producing a certificate of denaturation b.y a duty qualified excise officer 
who has actualty witnessed tho process of denaturation. 


Mr. Robertson gave oral evidence as follows 

The Fresideni. Q. — ^You say that when the duty was doubled the con- 
sumption actualty increased. 

A.— Yes. 

Dr. Dydcr. (). — Do you mean to say that when the prices were lower, 
people were consuming less salt? 

A. — Yes. 

Q. — ^That cuts clean against all economic laws : that when the price of an 
article is low, peoi^le consume less and when the price rises people consume 
more. 

A. — ^That is what has actualty happened. It shows that the one did not 
in this case depend upon the other. It seems to me that the average person 
docs not realize when the duty goes up. It is so insignificant that it never 
comes home to him. It amounts to a quarter of a pie a daj’ and it is so 
insignificant that he does not feel it. 

The President. Q. — You say, “If the State desires to obtain a public 
revenue from a necessary article of human consumption, it is tho duty of the 
State to protect the consumer from the machinations of combines • and 
sjmdicates formed for the purpose of unduly keeping up the i^rice of salt'’. 
Do you find that such combines operate in Burma? 

A. — I believe that the consumer pays considerably more for the salt than 
he should. 

Q. — Can 5 ’ou illustrate that from tho price of salt in your report? There 
are variations in prices. 

A. — ^Thej' are duo to transport difficulties, I think. 

Q _-\Ylion Burma salt cannot get into Rangoon, prices go high? 

— j-t is vevy noticeable that TYhen ])oats with J3urnia salt are in liarbourj 
there is a distinct drop in prices and as soon as they have exhausted tlieir 
salt, the prices go up. The price fluctuates in accordance with the arrival 
of boats laden ivitli Burma salt. 

Q_ — Then j’ou say; “It is also a moral duty’ of the State to provide as 
pure and wholesome an article as possible. This argument impUes the com- 
plete State monopolization of salt, but it has unfortunately been found in 
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countries in^ U’hicli tlie State has undertahon the manufacture of salt 
that the prime cost is usuallj' high under official management”. Is that so 
-n Japan or Ital}'? 

^In France it was found to be unusually high. 

Q. — ^It was not a monopolj' there? 

•A..— I am probably going very far back. I understood it was a State 
monopoly in the past and that is what has given the salt tax its bad 
name. In our own experience, we found it high in tlio Government salt 
factory in Burma. We found we had to pay more than the licensed factories 
working side by side with us. 

Q. — Have you studied the prices at the Sambhar lake? 

A. — ^I have; but I find it vciy difficult to arrive at any definite figures, 
because the overhead charges are not included. I find in Bengal, as far 
back as 1856, the cost of production was approximately As. 8 a maund. 

Q-— Bengal is badly situated. I romembor that in the Sambhar lake it 
was 0 pies a maund. 

A. — The salt produced in Burma represents salt which has been purified 
and crushed. That is, it is reduced to table' salt quality. And if these 
charges, including the overhead charges, are taken into account, ■ I think 
the Sambhar lake would give very different figures. 

Q. — It is perfectly clean salt. 

A. — ^But is different. Wo produced solar salt in Burma on the Madras 
system and wo still have some of it in stock. Wo purified it until wo reached 
98 per cent purity and we washed it. Even then the Burmese pulffic would 
not consume it. 

Q. — ^I^'^hy don’t j’ou crush it? 

A. — ^We did and found that the cost was considerably more than our cost 
i}f inanufactui-e by boiling. 

Q. — ^Why did you not boil it up again? 

A. — Wo hope to get rid of it by selling it to industrial people. Wo 
found that it would be cheaper to produce salt from fresh brine than to boil 
the old salt. 

» • ^ 

Q. — ^You advocate a system of Govei-nment distribution? 

A.— Yes. 

Dr. Dydcr. Q. — Do you know any case where Government distributes 
and leaves the manufacture entirely to private enterprise? 

A. — ^I know of no precedent. 

Q. — ^You would like to leave the manufacture of salt to a combination 
and would bo in charge of onl 3 ' the distribution? 

A.— I would eliminate the possibility of combines putting up the prico 
of salt. I would help the producer bj" a subsidy. 

Q. — ^Later on, jmu saj' jmu would encourage the growth of largo concerns 
in Burma. Then the people will be exposed to two monopolists — Government 
soiling the salt and the few firms manufacturing the salt? 

A. — ^The firms would be under Government control. The produce will be 
sold to Government only. 

Q. — Government would buy ; but what is there to prevent these firms 
manufacturing on a veiy largo scale and asking the Government to purchase 
the whole? 

A. — Government would obviouslj’ not pay the manufacturer more than 
what they would have to pay in the open market. 

Sir Percy Thompson. Q.— Surds’ the real difficulty is this: In England 
during the war a great number of articles wore controlled. Very great 
difficulty was felt in determining what price the Government should paj'. 
What eventually was done was to employ the costing sj’stem. It is the most 
wasteful system in the world. The tendencj' is to make your cost as heavj' 
as possible, since the higher the cost, the more the manufacturer gets. 
Unless you -have the costing system how are you going to determine the 
price? 
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A.— It ivould bo determined by the world’s market rates of salt. Govern- 
ment will ha\-o to purchase from the cheapest market and add the cost of 
transport. In the first few years there may have to bo a small margin to 
put the industry on its feet. But Government need not pay more for salt 
produced in Burma than it would have to pay for foreign salt. 

^ Q. — Supposing for some reason or another the world price of salt is low 
IS the manufacturer entitled to say, though the market rate is poor, you will 
have to pay his cost price? 

A. — ^It will bo within the discretion of the Government not to allow the 
salt manufacturer to suffer. But, on the other hand, the manufacturer would 
have a steady market and not a speculative one. 

Q. — He will have a steady market at var 5 ’ing prices? 

The Frcsklcnt. Q. — ^At present, the jirice of salt is fixed, and it is for 
the licensee to do what ho can within the i)rices determined. 

A. — The prices could bo fixed in Burma once a year. 

Siv Percy Thompson. Q. — The difficulty is this: Supposing you fix 
SJ annas per mauncl as the rate. The manufacturer may say “I am not 
producing any salt tliis year.’’ When the price of salt next year is in- 
censed and ho ni.ny .snj ‘'betaine it s 7 annas now 1 a ill make a.s much as 
1 can.” 

A. — ^There is not very much variation in the cost of production. It is 
fairlj' stead 3 '. 

Q. — The price of imported salt varies because of the variations in freight? 

A. — ^The prices of imported salt fluctunte considerablj’ on account of many 
considerations. The manufacturer docs not gain verj' much. It is the 
middleman. 

Q. — Apart from the middleman, does not the cost of the salt fluctuate 
owing to manipulation and the variation m freight? 

A. — Yes, but it should bo quite possible for the Government to placo 
orders with the manufactuicr on contract for a immbcr of yeai's, say, three 
or five. 

Sir Percy Thompson. — That miglit bo possible. 

2)r. Jlyder. Q. — Is there anj- placo where the manufacture of salt on a 
large scale could bo located ? 

A. — ^iVrakan, I think, used to .supply Bengal \viih salt in 1856. It has in 
the past been a verj' important salt producing centre. I think tho opening 
of the Suez Canal killed the trade. 

The President. Q. — ^Now it is an important illicit salt producing tract? 

A. — It is. There arc also other tracts inland and over 1,200 miles of 
coast lino which require attention. 

Q. — You say tho manner of charging the duti"^ is disastrous to tho manu- 
facturer and the middleman. Is that bccaimo of tho Provisional Collection of 
Hutj' Act? 

A. — 1 had in mind Section 10 of the Act to amend tho Customs Duties 
Law (Act VIII of 1894). This section provides for tho refund or recovery 
of money i>aid in excess or rendered deficit in consequence of an alteration 
in tho dutj' rate. To bring tho section into operation ivould waste time. 
Moreover, our salt manufacturers and up-countrj' dealers havo not enough 
moncj’ to uso tho Act. 

Q. — ^You have the credit sjstom in force? 

A. — It is not used voo’ much in Burma. It has been onl^'^ reconllj' intro- 
duced and is not yet veiy well understood. 

Q. — ^You say there arc good reasons for the rate of salt duty being fixed 
on a higher scale in Burma than in other Indian i)rovinces. Is it because jmu 
are better off? 

A— We are better off. India has borne its burden in tho past. In 1856 
the duty rate in Bengal was Rs. 2-8-0, and tho cost of living according to tho 
wages paid at salt factoi'ics and Govornniout offices in tlioso days was about 
one-sixth of what it is now. So that, in the past those -people paid what 
really amounted to much more than even the double dutj' rate. It really 
amounted to Rs. 15 per maund. They provided tho Government of India 



6 ^ 


with sufficient capital to open up the countrj\ The state of development in 
13ui ina, especially on the salt fieldSj is deplorahle. "\Ve have no roads and no 
communications to speak of. That is why it .is difficult to stop illicit manu- 
facture and control it. 

Q. — You had a lower rate of dutj' quite recently. 

A. — ^Until quite recently. If Burma was assessed at an increased rate 
I would apply it to the, development of the resources of the country. 

Q. — That^ means it will go to the Provincial Government. 

A. — ^The Central Government will take a fair share, and the balance will 
go to the IT-ovincial Government, adding to the capital of the business as 
it were. 

Q. — You believe that a Cheshire open-pan system factory using brine 
concentrated to 25° B by solar heat, should be able to produce in Burma salt 
of Liverpool standard at practically the same cost of production? 

A. — ^Yes. 

Q. — ^^Vhat is the Cheshire open-pan sj'stemp 

A. — We have recently introduced in the Government factories pans 
similar to the Cheshire pans. The other conditions are fairly equal. The cost 
of labour is lower here. In Cheshire brine has to be pumped to the surface 
and boiled; in our case we irrigate it over prepared fields, evaporate it to 
saturation point and then boil. The system is similar, and there is no reason 
why we should not produce it at a lower cost. 

Q. — ^Have they not tube wells, and other methods? Has not the open- 
pan S 3 ’stem been abandoned? 

A. — ^Yes, and vacuum evaporators are also used. The open-pan system 
was iised for very many years, and, as far I know, is still in use in some 
places. 

Q. — ^You would limit import also to the requirements of the Government? 

A.— Yes. 

Q. — Crushing is expensive? 

A. — It is far too expensive to be practicable in Burma. 

Q. — ^YHiat machines did you use? 

A. — ^We were supplied with small mills. The experiment was on a small 
scale. 

Sir Percy Thompson. Q. — Why should you compensate the existing small 
salt factories? 

A. — ^Because they should be shown some consideration for the manner in 
which they came to the assistance of Government during the War. Burma 
was threatened with a salt famine, and the Government encouraged the 
local manufacturers to produce as much as they coxild. The result was that 
in 1919-20, 69.25 per cent of the consumption of Burma was produced in the 
country. In many cases they had to invest large capital. Quite a number 
of people who came in towards the end of the War were not able to recover that 
amormt. As soon as shipping was released and freights dropped, the prices 
came down. 

The President. Q. — ^You have a sj’stem of opening excise warehouses. 
Has it helped? 

A. — It has helped considerably during the present season. We have 
allowed salt boats to be used as floating warehouses. It has helped these 
people veiw considerablj'. For instance, they have been brought on a level 
with foreign salt bj" not having to pay duty on salt wasted between their 
factories and the market. 

Q. — ^W^ill the Government of India allow it? 

A. — ^The sj'stem of transporting salt" in bond was started during the War 
time. I do not know if initial sanction was obtained. 

Q. — By this warehouse system salt is in bond. If it is lost in the ship 
while in bond, have jmu got bonding rules? 

A. — ^^Ve have. The rules are in the Salt Manual, Chapters VIII A and 
VITT C. In the case of German salt which is sent out to Burma, if it is 
lost at sea, the exporter or the importer suffers no loss on account 6f duty, 
as the question of payment does not arise until the salt arrives. 
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Q— You consider the rates of composition duty will have to he revised 
is it a good deal lighter than the excise duty in practice? 

A.— In some cases it is said to be even higher than the import duty rate 
In other cases, in my opinion, it is rather too low. 

Q* — ^Is it possible to get rid of that composition system? 

A. — do not think it would he advisable. These places exist all over 
Upper Burma, and unless a very strong preventive staff is employed it 
would he inviting those people to manufacture salt illicitly. We would 
be ill the same position as Bengal. Bengal sacrificed its salt factories in 
consideration of a grant of two lakhs a year to pay for the cost of establish- 
ment. We would have to ask for a very large grant to control these areas. 
They are at present under control; they produce something and are not 
costing very much. The consumption per head of the population of the pro- 
vince indicates that we are not losing very much on the salt duty. 

Q. — ^Do you produce Glauber salt? 

A. — It is being made locally by the local people. The product they obtain 
is about 60 to 70 per cent sodium sulphate and the balance is sodium chloride. 

Q. — What happens to the sodium chloride? 

A. — They don’t separate it. It remains in the product. 


• Supplementary Wote to the orallevidence of Mr. E. G. Robertson, 
Chief Superintendent of Salt, Burma. 

1. The additional salt tax suggested in my written statement is in the 
nature of a x^rovincial surcharge to be adjusted as follows; — 

Rs. 1-4-0 — Central. 

Rs. 3-12-0 — ^Burnia. 

■■ 2. I would emphasize the difficulty which will bo experienced if a reversion 

to the ])olicy of suppression is attempted. For many years before the War 
the Local Government tried to carr 3 ' otit tliis Goveiaiment of India policy, but 
the industry refused to be killed. The policj' was, however, persisted with, 
and in 191,3 orders were issued to discontinue the issiie of licenses in several 
districts after 1916. If these oi-ders had been carried out, the effect would 
have been almost total suppression of licit manufacture. The War intervened, 
and a reversal of policj' was nocessaiy to save the provi}ice from a salt 
famine. The point for consideration now is, whether the Government should 
again revert to its original policy, or endeavour to place the industry on a 
firm footing? 

3. It maj’ for reasons of policy be expedient to refuse to reissue salt 
maniifactnrer.s’ licenses and thus put an end to licit manufacture, but this 
course is bocind to load to illicit mancifacture all along the littoral as well as 
throughout the interior. Under existing conditions, a vast number of revenue 
officials ranging from village headmen to the Financial Commissioner, as well 
as police and administrative officers of other departments and members of the 
public interested in the licit salt trade, make it their business to suppress 
illicit manufacture, but if the matter is reduced to a simple question of 
central rovenne in which no local interests are involved, it seems to me a 
matter of grave doubt whether tire co-operation of these officials will be 
available to the same extent as it is now, and no members of the general 
public are likely to take an interest in the matter, unless it is to earn a 
reward. The cost of suppression in Bengal amounts to Rs. 2 lakhs per annum. 
In Burma where natural facilities for illicit manufacture abound, it will cost 
considerablj' more. 

Moreover, the manufacturing centres now provide local requirements 
within certain remote zones which foreign salt is unable to reach withoiit 
incurring prohibitive transport charges. Consequentlj’’, if local supplies are 
cut off, the resultant high' prices will merely tend to stimulate illicit 
manufacture and the present cadre of — 

1 Chief Superintendent, 

1 Assistant Superintendent, 

8 Inspectors, 

41 Sub-Inspectors, and 
57 Peons 

would be totally inadequate to deal with the situatios. 
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9th April 1925. 

BAK-GOOlSr. 

Present : 

Sir Ghakles Touhunter, k.c.s.i., x.o.s., President. 

Sir Bitay CnAND jVrAnrAn, a c.r i;., k.c.s.i., i.o.m., Maliarajadliiraja 
Bahadur of Bnrdiran. 

Sir Percy Thompsox, Tv.tj.e., o.b., 

Tho Hon’ble Sardar Jocendra Sixcn. 

Dr. R. P. Paran.tpye. 

Dr. L. K. Hyder, m.l.a. 


Mr. TAW SEIW KO, C.I.E., I.S.O., M.B.A.S., M.E.C., Mandalay, 

Bnrnaa, was examined. 


Written memorandum of Mr. Taw Sein Ko. 

In Europe, each iiidivicuial is looked upon ns a cit'zcn of a State, -while, 
in India and Burma, he is regarded as a member of a family, the idea of the 
State being in an undeveloped and nascent condition. Hence, tho systein of 
taxation in Europe is uniform, rigid, impartial, precise, and scientific withm 
the boundaries of a State, whose forceful .and legal resources are at tho dis- 
posal of the taxing authorities. In India^ where the joint-family system 
of possessing property prevails, and, whcro,_ in tho absence of Poor Laws, the 
maintenance of indigent members of a family tlovolves upon tliat family, tho 
system of taxation i.s vague, inchoate, and clastic, and is made to vary 
according to circumstances. In Burma, where democratic and socialistic 
ideas prevail, the chief tax, under the n.ative regime, was the thathameda 
or graduated income-tax levied on proportv’. If there nas a village of 10 
houses or families, it was expected to give Rs. 100, i.e., to say, each household 
or family was expected to pay Rs. 10, by .striking .a general average. The 
assessment was made by tho lioadman. who was assisted by a committee of 
villagers, who inhabited tho village to bo taxed. Some households paid 
• Rs. 20, or Rs. 30 each, according to their taxable capacity, while others were 
exempted, tho principle being that the village, in Hs corporate capacity, 
must pay the total sum of Rs. 100, the assessment being left to tho villagers 
themselves. Here, the main burden of taxation fell on tho “Haves,” and 
much relief was afforded to the “Have-Nots.” So far ns Upper Burma was 
concerned, the British Government retained tho iliuthamcda system of taxa- 
tion, which is still in force. This sy.stem possesses tho following merits : (i) it 
is equitable in its incidence; (ii) the tax is levied according to tho taxable 
capacity of the asso.ssoo; {Hi) .an a.ssessco is not an individual but a family, 
which has better means of mooting the imposition; (iv) the assessment is made 
with the assistance of one’s follow-villagers; (r) tho levy is made with the 
full consent of tho a.sscssees. When the British annexed the Province of 
Lower Burma, after tho Wars of 182-1 and 1852, they did not find the thatlia- 
nieda tax there, but tho capitation tax, and they inherited it from the 
Burmese Government, which they had supplanted'. Lower Burma was a 
conquered country mainly inhabited by the Tal.aings, the Ar.akanese -and the 
Karens, and the Burmese conquerors endeavoured to keep a nominal roll of 
its fighting strength by levying a capirat'on or poll-tax of Rs. 2-8-0 per head 
on each male, who had reached the adult age of 18 years, and Rs. 5 on each 
married couple, all unmarried women being exempted. The objections to 
this system of taxation are: (?) it is a badge of conquest and servitude and 
is designed to prevent a conspiracy or rebellion ; (ii) it is not equitable in its 
incidence because m.any Talaing, Arakanese, and Karen youths, who have 
reached the age of 18, cannot pay tho tax, tho burden falling upon their 
piirents; (m) it is too uniform .and rigid in its incidence; (iv) the taxabU 
cap.acity of an assessee is not t.akon into consideration. Of the two sv.siems 
tho thathameda IS the more equit.ablo and is in accordance with tho tradition 
and custom of the Burmese people, and should replace the system of capita- 
tion tax in Lower Burma. Already popular objections were raised in October 
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1924, as part of tlie piograinino of civil disobedience, winch had migrated 
from India, and the payment of the tax was witldield the districts of 
Tavoy, TIiarra'\radd 3 % ileii^ada. Promo, and Tliayetmyo. _ Imtever s^tem 
of taxation may ho finally formulated by the Indian Taxation Enquiry Com- 
mittee, on the completion of its labours, •whetbqr it be based on the indigenous 
system, the European sj’Stem, or on a combination of the best elenmnts pr 
the two systems, it would be both nose, politic, and expedient to bear in 
mind the following considcrnfions : (a) that the taxation should be in strict 
accordance ^ndth tlie taxable capacity of the xicople; (o) that it ^ould be 
oouitable in its incidence and that its main burden should fall on tiiose who 
are capable of bearing it, without appreciably shrinking their resources; 
(c) tliat a suitable surplus of money should bo^ left to the assessees for P^“ 
fessional inii'poses or to seek the means of their livelihood (cl) that a suffi- 
cicnt mtirgin should be left to the assessees to meet occasions of rojoicing, 
like inarriago, or of sorrow, like death ; (e) if possible, provision should also 
bo made for accidonts, disease, or old age; (/) a suitable allowance may he 
made in order in enable the asscsscos to readjust thpmsolves to the comforts, 
conveniences, sanitary recjuircnionls, and the amenities of Weslerii civiliza- 
tion, which have heen introduced hy British rule. 


2. British rule, like any other good blessing in this world, has its advan- 
tages as well as its disadvantages. The patent advantages are: Fax Bri- 
iannica has imxioscd a profoiiiKl pence throiighont the length and hreadtli 
of the land, life and projicrty aro safe; the fiequeiicy of Avars, coiispiracie.s, 
rebellions, and hlood.shod has hcoii reduced considcrnblj'; there is justice in 
the laAV courts, and irrigation for the iicasanlry; education, mostly of a 
literary iialnrc, is promoted ; and human lives arc saved from famine and 
no.stiIence. The latent disadvantages are: economic prosperitj' or matorialisni 
lias heen promoted at the expense of religion and true education,- pabulum 
ha.s been afforded to the head and not to the heart, and the means of livcli- 
liood have become restricted ; this ro.striction is felt specially by the people of 
Bengal, the United Province.s, and the Bnnjab, Avhere tliero is ihnch dis- 
affection and .sedition against tlio Briti.sli Government ; tlio true and primarj’ 
emi.se of tin’s .'iodition is economic di.strass and not political griovancas; early 
marriage, the princijile lliat every hoy or girl must he married, the jiractical 
abolition of all faiiiino and cpidoniics hy sanitation and wo.steru .science, and 
the .stoppage of all Avars, feuds, conspiraeie.s and roboliions hy a strong and 
united G’ovcrnment-pliavo all cqinhiiicd to produce a disproportionately largo 
increa.so of popiilalion, for Avliich mcan.s of sii.slenanco is required; such an 
economic jircssuro _ lias canned much liardshiji to the Tihddrnlol: of Bengal. 
Avho arc noAV devising means to find appropriate remedies. The point I 
Avi.sh to empha-sizo is, that a Stale. aaIioso sy.stom of taxation aims at mate- 
rialistic progress at tlie_ expense of religion and true educajion, is hound to 
liaA'C iinrc.st or collap.so in the course of years. Boino fell because materialism 
AA;as in the ascendant, and because liedonisin su])er.seded stoicism. In recent 
times, itfexieo foil after 40 years’ uiiinecedontod economic progress under 
President Diaz. China fell in 1911 through malerialism under the hlanclin 
Emperors, Avho.«G main object lyas to proA'ont an upJioaA-al by maintaining 
an equilibrium of forces, Bu.ssia fell in 1917, boean.so Tsardoni was too re- 
pressive and tj-ranniea1, and because it aspired to bo coA'ored Ai-itli a thin 
yoneer of civilization according to the .standards of Western Europe. Japan 
is iiOAV inonacod hy a cataclysm because, during tbo last sixty years, her policv 
has been ba.sod njioii the iiiateriali.sm and science of Europe. In India, the 
hcaltli of the body jiolitic i.s not .sound, heennso imperial, proA'incial ' and 
local taxation ha.s iiicroased, hccanso the ahiionnal increase of population 
has caused a pressure upon f he '.soil and restricted the means of livelihood, 
and because economic prograss lias been promoted at the expense of moral 
and religions cnltnro. 


J. riio .sceptre of India Avas transferred by the Ifoghnls to tbo Britisli toge- 
ther Avilb the .sy.slcm of taxation. This .sy.stom is fully described in tlio "Ain- 
i-Akbavi or the "Tnstitiilc.s of Akhar.” of AA-hich an aulhoritatiA-e edition 
lias been yssuod 1^’ Bloc! nn aim. Tsiccolao iiranticci, a Venetian plivsiciaii, Avas 
m India in tliojXVTTth ceiitur.v. aiiTl at pages 46—49. Vol. ITT of'bi.s “Siovin 
(ip I6->3 — 1708 (John ;Murrsiy, London, 1908), aro gismii interesting 

sido-lighis on the mode of Tlindii Covorninont and taxation in' Southern India 
fiii.s system of taxation inherited hy tlio British Government from the SIoHuils 
Avas imlnicfl Avith tlie ideal of .splendour and inagnifioonco. and of o.steiitation 
and display. Avhich were nocc.ssary to make an impression of Moghul niinhi 
and poAA-er on the alien TTindu masses, and this ideal AA-as further affected liv 
the commercialism of the East India' Company, AA-hich xyas trniisformed inlo 

vr-? 
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the Government of India after the’ Indian Mutiny of 1857. This ideal of 
ostentation and .commercialism savours somewhat of egoism and exploitation, 
and the I’imo Spirit insists on its modification • The balance^ sheet showing 
profit and loss should no longer be regarded as the predominating or deciding 
factor in every large public undertaking, and more symiiathy and altruism 
should bo shown in accordance with Queen Victoria’s Proclamation .of 1858, 
whereby the governing authorities are enjoined npon to identify the jo 5 ’s 
and sorrows of the masses with their own. Taxation is the ultimate basis 
of contentigent, economic prosperity and happiness, and in order to obviate 
unrest, sedition, and revolt, its primai’y object should be the amelioration 
of the condition of the people and their gradual uplift to a higher social and 
moral status. 

4. An extensive literature exists on the subject of Indian taxation under 
British rule. An account, of the system, for the official years 1860-61 to 
1873-74, is given at pages .321—330 of Vol. II '-of Keene’s “History of 
India’’ (\Y. H. Allen, London, 189.3). A most comprehensive survey is given 
I)y Sir .lohn Strachey, who was Finance Member to the Government of India 
under Lord Mayo and Lord Lytton, in Chapters VII to 'XII_ of his work- 
entitled “India: its administration and progress.’’ (Macmillan & Co., 
London, 1911.) 

5. There are indications that additional revenue is required by the 
Government of India to meet the follouung deficits : — 

(1) £6,536,000 derived from excise or the traffic in liquor, in 1909-10, 
because public opinion has a tendency to make India a ‘dry country’ like 
the United States of America. 

(2) £5, .532, 000 derived from opium in 1909-10, because of the regula- 
tions made by the League of Nations to control and regulate its production, 
transportation and supply, and because of the restrictions placed upon its 
importation to China by the Chinese Government. 

(3) £890,000 in order to give effect to the recommendations of tlie 
Lee Commission. 

An increase of taxation will be necessary to supplement the deficit in the 
coming years. There are two sources of I’ovenue : direct and indirect. The 
two direct sources are the income-tax and the salt duties. The former may 
be left alone, but the latter, which is generally looked upon as a financial 
reserve, may be increased without imposing a heavy burden on the masses. 
Again, indirect taxation is said to be preferable to direct, and the question 
of enhancing the export customs duty on the follovdiig commodities may be 
considered: cotton, wheat, rice, beans, gram, groundnuts, sesamum, hides, 
tobacco, earth-oil, silver, lead, tin, jute, timber, tea, coffee, and sugar. 

6. Unlike China, the balance of trade is in favour of India, i.e., exiiorts 
are in excess of imports. It is not, therefore, necessary to increase the 
customs duty on articles of foreign manufacture. A continuous flow of 
foreign imports should be fostered in order to dispose of Indian exports. 
Commerce is a mere exchange of surplus commodities, and this should be 
oncouraged by all means because commerce is the life-blood of nations. 

7. Hitherto, I have confined my remarks mainly to the Indian system of 
taxation. I shall now devote my attention to the Burmese system of taxa- 
tion, which prevailed iinder the Alungpaya djmasty, which was established 
in 1752 and was subverted by the British in 1885. A succinct account of it 
is given at pages 198 — ^200 of Harvey’s “Outline of Burmese History” 
(Longmans, Green & Co., London, 1924). The country was divided into 
myozaships or jiryahs and the myozas or .Jafji^'dliars dispensed justice and 
exacted revenues and contributions according to their requiijements ndthin 
the limits of their domains. A comprehensive and interesting account is 
given by Father Sangermano, a Eoman Catholic Missionary of scholarly 
attainments, at pages 91 — 96 of his “Burmese Empire” (educated by Sir John 
Jardine; Archibald Constable & Co., London, 1893). _ The Burmese King 
Bodawpaya (1782 — 1S19X regarded all the property of his subjects, both mov- 
able and immovable, as his own ; hence, as in India,_ the revenue derived 
from land was treated not as a tax, but as rent. His fixed revenues con- 
sisted of : (i) a ten per cent ad valorcni import duty levied on all foreign 
merchandise at the sea-ports of entry; («) the produce of the mines of silver 

.(and lead), amber and rubies; (in) contributions of rice Horn royal domains; 
(iv) presents offered periodically on stated days .by Ihe_ Burmese officials and 
tribiitary Shan Chiefs. The mode of levy was oppressive and arbitrary, and 



•67 


bliere Avas no limit or clieck on the extortionate demands of the officials. 
Unddr Boda-wpaj'a, Burma’ was an extensive kingdom as it included Arakan 
as well as Pegu and Tenasserim, and' it enjoyed' a high degree of prosperity. 
The next autiiority I Avish to quote is John Crawfurd, the Envoy sent by the 
GoAmnior-General of India to the Court of Ava in 1827, i:e., on the conclusion 
of- the first Anglo-Burmese War, which broke out in 1824. The Bui’mese 
King was BagyidaAV '(1819 — 1837), the grandson and immediate' successor of 
Bodatvpaya.' Crawfurd had resided at the Courts of Siam and Cochin China, 
Avas a traiJied observer and an experienced student" of Indiait and other 
Oriental affairs. His account of the Burmese system of taxation is set 
forth at pages 416 — 432 of his “Joiu-nal of an Embassy from the Governor- 
• General of India to the Court of Ava in the year 1827” (Henry Colburn, 
London, 1829). Taking the 'exchange' at 2s. Qd. to the tickal or rupee, he 
puts .doAvn the annual tribute received by BagyidaAv from the Shan Chiefs 
at £12,500, and the annual average approximate money revenue of BodaAvpaya 
" at £2o,000. No tax Avas levied on land and land Avas given away to members 
of the Royal Family and to functionaries, civil and military, in lieu of 
pensions and salaries, the guarantees of such land being “myozas” or 
“eaters of towns.” The “myozas” corresponded to the jagirdhars or fief- 
holderb of India, and they Avere expected to offer annually to the King one- 
tenth of' tlie produce of their laud. This was the traditional proportion of 
income payable by all Burmese subjects to their Sovereign. House-tax or 
thathameda was levied on both rural and urban areas, a distinction being 
made of the karens, on the one hand, from the Burmans and Talaings, who 
AA-ere more progressive and advanced, on the other. The King had a vested 
right in the labour and property of his subjects. He could demand pecuniary 
contributions, ns occasion required, for the purpose of Avar, for building reli- 
gious edifices^ lor constructing AA'orks of public utility, etc., and he could 
likeAvise requisition ' their labour for similar purposes. AVitli forced contribu- 
tions and corvee labour at his disposal, he could carry out his projects, in an 
autocratic’ manner,. Avith a comparatively poor exchequer. His minute and 
exhaustive enquiry "into the Burmese fiscal system finally landed CraAAffurd on 
a' comment, which is illuminating, but not stimulating. At page 416 of his 
“Journal,” ho says; “The fiscal system of the Burmese is characterised by 
the .same rudeness and disorder as the rest of their institutions : indeed, I 
have little hesitation in saying that it is the most faulty and mischievous part 
of- the Avhole administration, being replete throughout Avith Aincertainty, • rapa- 
city and violence.” OAving to the marked absence of efficient supervision and 
control, and the repeated delegatioji of authority to subordinates of successive 
loAvor ranks, there Avas mucli divergence betAveen theoyy and ijraetice in 
A'siatic systems of taxation and administration. The ideal of theory were 
imbued Avith justice, impartiality, sympathy, and humanity, but the methods 
of practice Avere based upon cruelty, raiiacity and violence. It is England’s 
noble 'mission to rescue these systems from the AA'elter of chaos and confusion 
and' tyranny and oppression. 

8. 1 have yet to cite another authority, namely, Colonel Sir Henry Yule, 
Avho' Avas then a Captain of the Bengal Engineers. He ro,se to be a member of 
the Council of India. His edition of “Marco Polo’s TraAmls” sIioaa's that nis 
k’noAvledge of Asiatic loro Avas encyclopaedic. In 1855, i.e., to say, three 
years after" the breaking out of the second Anglo-Burmese War, ho AA-as 
attached as Secretary to the Embassy headed liy Major, afterwards Sir 
Arthur, Phayre (avIio Avas a famous Burmese scholar), Avhich Avas sent by 
the Governor-General of India to the Court of Ava. His Report, Avhich lias 
become a classic, is entitled ‘ ‘A narrative of the Mission sent by the Governor- 
General of India to the Court of Ava in 1858” (Smith, Elder & Co., London, 
1858),/ edntains., ht pages 253—258, an account of the system of Burmese 
taxation, which confirms the statements of the previous Avriters on the subject. 
Under Kiiig Aruidou (1852—1878) the country Avas divided into administrative 
and -fiscal units, of Avhich the 'Village Avas the smallest. The thathameda, 
i.e., house or family tax is described at page 254 and its incidence, accord- 
ing to the taxable capacity of an assossco, is noted. A paddy tax amounting 
to about rl2 or 15 per cent on the value of the outturn, or on the number 
ol the plough cattle employed, is also mentioned. 


to- ^ paddy lands, which AA’ore royal domains, had to give, in kind, about 
cent oi 'tlicir produce. A handsome revciiiie was derived from salt 
and fisheries. As the King had liceii deprived by tho Britishs of the rich 
maritime provinces ol Arakan, Tenasserim, and Pegu, aaIucIi produced a 
largo amount ol roveniio, and as ho was desirous of inaintaining tho tradi- 
tional splendour and magnificenco of his prcdccc-ssors, he had to resort* to 
the declaration, as royal monopolies, of the traffic in cotton, cuten, teak 
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tiiiibor, load, rul)io.s, and potrolGuiu: Tliis luoughl in a revenue ol £227,500 
(reckoning tlie tikaJ or rupee at 2s. 6(7., and excluding the royalty on petro- 
lenni), Tliore was a eustouis duty of G jjcr cent levied on exports at the 
frontier station of jMinlila on the Jrj-awaddy vivor, and this brought in about 
Its. 60,000 a j^ear. An import duty was levied at Ainarapura, the Bunneso 
capital, at 10 per cent on all foreign goods and about Bs. 1,44,000 a year, 
was realised, in a foot-note at i)ago 267, Yule estimated that the royal 
revenue of the King did not exceed £400,000, which was drawn from mer- 
chandise, customs dul'os, olfering*- jnadc hy'ini/ozas or iugjiulhuia, and the 
rent derived from royal domains. 

9. under King Thihaw (1878 — 1885), the samesj’stemoftaxation was conti- 
nued, but through mal-administration and reckless expenditure, the countp- 
went to wrack and ruin till it was annexed bj' the Briti.sh Government in 
1885. The Burmese King realised an annual revenue of Es. 90,54,000, which 
would amount to £905,4(10 (reckoning at 2.s. the rupee). This was derived 
fz’oni the following sources: — 

£ 

(?) ThaMameda revenue levied on Burma Pi-oper, 

£395,000, on the Shan States, £47,000 ... 442,000 

(ii) Bazars, lerris, jadc-stonc, |iClroleum, rubies ... 299,700 

(Hi) Forests ... ... ... ... ... 50,200 

(iv) W.ator-rate, iishories, agricultural land, alluvial 

land, garden land ... ... ... 41,000 

(r) Eoyal domains: levied on tho.se in the Mandalay 
district, £18,000; on those in the Kyaukso 
clistrict, £42,500; on those in the remaining 
districts, £12,000 ... ... ... 72,500 


Total ... 905,400 


The figures quoted in this paragraph were- derived from the archives of 
the Hluttaw or Burmese Supremo Council, which fell into the possession of 
the Local Govormnont after the British annexation of Upper Burma and 
were subsequent!}’ deposited in the Secretariat at Eangoon. 'They wore sup- 
plied to me by U Tin, K.S.Jl., A.T.M., ivho was placed in charge of these 
records ami was instructed to compile a histoj-y of the Bui’mese administra- 
tion of Upper Burma. 

10. Bodawiiaya’s I’evenuo of £25,000 a year was drau’n from United 
Bui’ina, i.c., to say, the whole of Burma, as it stands to-day under Bi’itish 
rule, while Thibaw’s annual revenue of £905,400 was derived Irom a shrunken 
kingdom, uiiich was one-third of United Burma, in area, and one-fourth in 
taxable caiiacity. Tlie royal monopolies of Minden, zvlieroby iirofits amount- 
ing to over £227,500 a year were diverted to the State oxchetjuor fi’om the 
poclrets of jn-ivate individuals, aggravated the imiiovorishmcnt of Iho people. 
At iiages 423-424 of his Journal, Crawfurd mentions the collection, in 1798, 
under the orders of Bodawpaya, of 48,000,000 ticals, or £600,000 sterling. 
It took two years to make the ivliolo contribution. 'I'ho money was probably 
required to Iqrm an alliance with the Indian Eajas and to turn out of India 
the East India Company. 'Tho indemnity paid by Bagyidaiv, the Burmese 
King, to tho East India Company after tho first Anglo-Burmoso war of 1824, 
was a crore of rupees or ,£1,000,000 sterling. On each occasion, tho collection 
of the money was accompanied by a consideralilo leakage, .and tho sum col- 
lected was iirobably about lour times tho amount actually iiaid into the 
royal exchequer. Burma affords a singular example of an intensified 
economic ruin due to cruelty, rapacity, and violence, being followed by a 
political collapse and the extinction ol tho native dynasty. 

11. An exposition of tho Burmese system of taxation, as compared with 
the system introduced by British rule, is set forth in chapter X, pages 268 — 
302 of Vol. T of Nisbet’s “Burma under British rule and before,” in 2 
volumes (Archibald Constable & Co., London, 1901). Apart from Crown 
lands and service tenure lands, and regulated by Jaw tho proprietorship 
were allodial, and Burmese kings laid no restrictions on tho cultivation of 
waste land. After the annexation of the proi'inces of Lower Bunna in 1826 
and 1852, these two classes of land disappeared, and, after tho annexation 
of Upper Burma in 1886, the British Government took po.ssession of all Crown 
lands and service tenure lands, regulated by law tho proprietorship 
and tenure ol all State and non-Stat© lands. Waste lands thereupon became 
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the propcvly ol the British 'Govornmciit. Tinder the late regime, the holders 
of allodial lands paid no land tax, but only tJiathamcda or house tax as 
their direct contribution towards tlie sxipport of tho administration. 

L'ndcr British rule, cadastral maps of cultirated lands were introduced, 
and tho .system ol settlement ior the assessment of land revenue was begun 
in 1879, and the rates remained unaltered for a term of 15 years. Thus tho 
elements of caprice, xmcertaintS', and extortion which vovq rampant under 
the Burmese Government, were iviped out. 


. Tho tliatliamcda tax and its assessment are described at pages 288 — ^291. 
Under tho Burmese Government, no revenue was demanded from non-State 
land. The British revenue law recognises tliis tact and concedes to the 
ownei's of such land exomi)tion Irom, or reduction of, the thatlmmeda. Owing 
to capricious and scanty raintall, the standard of living in Upper Burma is 
lower than in Lower Burma. Self-denial and thrift find no place in the 
Burmese chai-acter, and improvidence is tho hereditary and characteristic 
trait of the Burmans. Consequently, there is much indebtedness among 
agriculturists, but not in such an intensified form as in India. To relieve . 
such indebtedness, a Laud Mortgage Bank is necessary. (One is now in 
pi'ocoss of formation by tho Burma Government out of the rice control 
profits.) 

12. There should bo co-ordination and readjustment between tho imperial, 
provincial, and local systems of taxation; otherwise the masses ivill be 
ground doivn betiveen three mill-stones. I'he excessive grondh of depart- 
mentalism has tended to tho encroachment of one department upon anothei', 
irresxiective of the detriment of tho interests of the department encroached 
upon. 


The sources of imxierial taxation should bo mainly customs duties on 
imxiorts and expovLh, income-tax, salt, and stanqis, both judicial and com- 
mercial; those of iirovincial taxation should be land tax, forests, excise, and 
thuthameda or capitation tax (in Burma); and those of the local taxation 
should be service taxes like those imposed on water-sujoply, lighting and 
conservancy, on landed property like houses, mills, and lactones, and a 
cess on education. The assessment of these three kinds of taxes, namely, 
imperial, pronneial and local, should be so co-ordinated and readjusted 
in accordance with the taxable capacity of the payees as to afford them 
axjprcciable relief. At present, there is a concatenation of circumstances: 
one thing leads on to another, and it is desirable to ascertain the fans et 
origo and to roforjii it as iar as possible. Thus, under the rules of the 
Burma Forest Act, a duty is levied on firewood, which has appreciated in 
value b 3 ' about 100 iier cent during the jjast 20 years. Much privation has 
been caused to tho peox^lo of IJpijer Burma, uhere, in the absence of warm 
clothing, they were accustomed to, keep fires in their hoxises, during the 
four months of the cold w^eather. If tho duty was remitted, during these 
tour montlis of each year, the people would be happier, healthier, and more 
contented. Again, under the Burina Fisheries Act, fisheries are sold annually 
by auction. Owing to competition, tho bids offered have increased from 
year to year. Consequently, the price of fish has risen by over 100 per 
cent at Alandalay. The staple food of the people is fish, and its rise in 
price -has caused much privation. Further, the prices of beef, mutton, pork, 
fruit, and vegetables have also risen in sympathy by from 50 to 100 per cent. 
It -would be ivell if the price of each fishery -was fixed for each triennium 
or quinquennium, so to bring down the fluctuating price of fish. The cost 
of living has risen enormously, but wages or profits have not increased in 
proportion, and the fiscal bnrden imposed upon tho people, especially the 
M<idraU)k or tho middle classe.s, has become heavier, with the consequent 
increase in crime, disloyalty and sedition. There is corruption and lealjage 
in Municipal administration, and, in order to meet deficits, the rents on 
bazars and stalls, and the salami payable are enhanced periodically. A 
separate and detailed enquiry into municipal taxation appears also to h# 
necessary. 


Mr. Taw Sein Ko gave oral evidence as follows : — 

The President. Q. — ^You have been good enough to send us a most in- 
teresting note dealing with the historical and economic aspects of the 
question. 

A. — ^Thank you. Sir. But I did not receive the recent questionnaire till 
yesterday. ^ 



Q. — So the best thing is to follow your original note and discuss tlie 
points of interest as they come uj). You say in Burma, where democratic and 
socialistic ideas prevail, the chief tax under the native regime was the 
tiuithumeda or graduated income-tax levied on property. Whereas in 
India 3 'ou say the sj'stem of taxation is vague, inchoate and elastic, and 
is made to vary according to cii'cumstances. Is the thathameda tax still 
graduated P “ , ' 

A. — Certainly it is. I think I have gone into this question in my note. 

•V 

Q.— We are told in the Land Revenue Report that ‘‘In practice 
ihathahieda often remains a tax on property; the lowest rate‘is the highest 
which the poorest man can paj’ and in the assessment of the wealthier 
people the assessors take into consideration the fact that they pay land 
revenue.” In many cases, however, it is assessed at- a flat rate. 

A. — That is a nominal flat rate, but the assessment is made with the 
assistance of the committee oi village elders. I am talking of 'the Burmese 
regime, but> even now it is the same. 

Q.— The ‘ committee goes on to saj’ ‘‘it is difficult to defend the 
tliathameda tax on the modern canons of taxation that the poor should he 
taxed' leniently, or exempted from diicct taxation.” 

A. — ^Well, the theory is that the bui-den of the taxation should fall as 
lightly as possible on the poor, and as such I have explained it whether the 
burden is equally distributed or not. 

Di\ Paranjpye. Q. — Is it so actually in practice or is it the case th&t 
the village elders probably treat their own class rather lightly and the 
others are taxed heavily P 

A. — ^It is like this. In the case of certain villages, the headman may 
have a number of relatives or a large retinue; he might deal lightly with 
them with the assistance of the committee of elders, but the general impres- 
sion is that the tax falls lightly on the poorer classes. There may be cases 
of that kind sliowing favouritism, biit it is not generally so. 

The Moliarajadliiraja Bahadur oi Burdwan. Q. — ^You say that the rate 
is fixed by a committee of elders p 

A.--Yes. 

Q. — The tax, as I take it, is a legacy of the old Burmese regime, and 
the present Government continues it. I ask you whether these committees 
are sanctioned by the Local Government by legislation or have they 
any legal sanction? 

A. — ^Thej' are practically nominated by the villagers. The custbm is 
sanctioned, but I do not know whether the appointment or nomination of 
such committees has been put dowm in black and white. 

Q. — ^My object in asking you is this. The President has just read you a 
portion from the Land Revenue Report wherein it is said that in some cases 
the thathameda tax is a flat rate, and you said it is not so. Supposing the 
committee of elders arbitrarily fix tliis thathameda tax at a particular rate, 
is the Government bound to follow it? , 

— So far it is folloAved, I think, because the Government’s object is 
this. Supposing there is a village of ten houses and the Government’s de- 
mand is ‘to get only Rs. 100 out of this village, so long as it gets this amount 
it'is' quite satisfied; Tlie committee decide how this sum of 100 rupees should 
be raised. 

Q. — ^It has no right to reduce the sumP 
A'.— Nb. 

Dr. Paranjpye. Q. — ^Is there any appeal? 

A. — ^I do not think there is any appeal. 

Bir Percy Thompson. Q. — is not the position like this? A sum of 100 
rupees is assessed on a village and the right of recovery is on the village as 
a whole, and it is left to the committee to fix the proportion in which this 
100 rupees should ho paid to Government. Government won’trtsk any ques- 
tion how it is paid, but it will simply aslc where is the hundred rupees.. 

A. — Quite so. Under the Burmese regime, the corporate capacity of the 
village was recognized. The whole village was responsible in its corporate 
capacity. 
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J}r. Paranjpye. Q. — Can you tell us, supposing there was a default of 
this sum assessed on the village j what wotdd be the means of recovery P 
I mean what would be the process of law? 

A.— rlt would be done by seizing the property of the ipeople or of the 
dofaiiltei’S. For instance, ,in the case of a village failing to show the traces 
of the dacoits beyond the village limits, it could be fined. So also, if the 
village could not pay the tax the property of the whole village may be 
seized. 

Hr. Hyder. Q. — ^There is a provision in the Land Revenue Act, is it 
not so? 

A. — think so. 

Dr. Paranjpye. Q.— Has 'the man no right of appeal? 

A. — do not remember ever hearing of any appeal being made to the 
higher authorities. 

Q. — ^IVhat I say is this. Suppose there is an unpopular person who has 
no following in the village and has nobody to back him up, and he is as- 
sessed unfairly by the village elders; has he not got a right of appeal? In 
other words, if ho has not a right of appeal, this unfortunate person will 
snot have any redz-ess. 

A. — No. But- -I do not remember any case where an unpopular man 

was treated in this way arhitrarily. 

Dr. Dyder. Q. — ^Is it not a fact that in the old days of the Burmese 
.Kings, there was no thathameda tax in Mandalay? 

A. — ^Yes, quite true. 

Q. — ^Then the land revenue was levied only on lands which belonged 
.to the Crown? ' 

A-— Yes. 

Q.— ‘On lands which did not belong to the Crown, no land revenue -was 
levied? 

A.— No. 

Q. — Now you have a position in Burma in which in addition to the 

land revenue, .every JBni’inan betAveeji certain ages and except for certain 

possibilities, has^ got to pay tins fhofhamrda tax and land revenue. 

> A.— Yes. - ' • 

Q. — The iJosition is differeiit from the position as it was in the daj's of 

the Burmese Kings tliat every Bunnan, if he is a land owner, has to paj 

land I'evenue over and above this tluithauiedu tax. 

A. — May I offer an explanation? In the days of the Burmese Kings 
they levied no tax on the people Imng in the capital, because they wanted 
the capital to bo populous. 

Q. — ^Because all persons there were supposed to be in the service of 
the Kings? 

A. — ^Not all of them, there were traders and others, though a good many 
of them were connected with the King. 

Q. — ^The vital matter is this. The Burmese paid thathameda and land 
revenue only on lands which belonged to the State ; and on lands which did 
not belong to the State, they paid no land revenue but paid thathameda. 
Now all Burmans in Upper Burma have to paj' land revenue and thathameda. 
So the i^osition is matenally different. 

A. — ^Yes. Let me analyse the position. I have travelled in Pagan sub- 
division and I found there that in the King’s time before the British regime 
there was a fiat rate of thathameda of Es. 10 but when the British came in, 
it was reduced to Es. b because the land tax was put on. I think there was 
a compensation. 

Sir PfiTcy Thompson. Q. — ^^^Bren the land tax was put on, was it put 
on at the same rates as on the Crown lands? When the land revenue was first 
imposed on lands not belonging to the Crown, was the rate of land revenue 
the same as already existed in the case of lands belonging to the Crown? 

A. — ^No; not at the outset; it was very small. 'Now it has increased so 
that in Upper Burma near hlandalas' there is a flnt rate of about Es. 9-8 
per acre on both the Crown and private lands, that is, including the water- 
rate. " p 
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I)v. Jlyder. Q. — Near i\rniulnla.v they hnvo to pay tlio iliailiamcda tax 
^ besides this Ks. 9-8-OP 

A.— Yes. 

Sir Percy Thompsou. Q. — TJiai is not in accordance witli the instruc- 
tions of the Govornnient: they n-cro to exempt from thathameda tax people 
wlio paid land rovonne. 

A. — am not aware of those instructions. I am speaking of the present 
existing practice. 

Q. — ^Tlio practice is contrary to Die instructions. 

A. — ^It may be so. 

Dr. Uyder. Q. — 1 ask yoii whether you think that this ihaihameda tax 
phts land revenue is fair. 

A. — It is fair so long as the combined taxes do not mount up beyond 
Rs. 10 a household on an average. 

Q. — Do they mount up to that figure nowF 

A. — SomoLimos they do and somotiincs they do not, hut that depends 
upon the economic condition of the people. 

Q. — You say that taxes should ho in strict nccordnneo with tho 
canons of taxation. T thoroughly agree with you there. Then you make 
some suggestions — (a) that the taxation shoTiId ho in strict accordance with 
tho taxable capacity of tho people; (b) that it should ho equitnl)le in its 
incidence and that its main burden should fall on those who are capable of 
hearing it, without aj)]ncciahly shrinking their resources; and (c) that a 
suitable surplus of money should bo loft to tho asscssces for professional pur- 
poses or to seek the moans of their livelihood. 

Now T read to you irom the report which tho President has just road 
some extracts applying both to the capitation .and tho thathameda taxes. This 
is wliat tho report on the land revenue .system in Burma which w.as appointed 
in 1921 says: “Tlius it is difficult to defend the thathameda tax on tho 
modern canons of taxation that the poor should ho taxed lonionlly or oxemp. 
tod from direct taxation. Tho same objection applies to tho capitation tax 
of Lower Burma. It oiioratcs without disTriminalion ; the man with an 
income of nine hundred rupees pays no more than the labourer with ninety. 
Similarl.v, tho incidence as between dilTorent locnlitie.s is nncrpinl; in parts 
of Kyatikpyu where a ploughmau is paid a daily wage of fivo annas, it 
takes* sixteen days' work to pay the tax; whorens in ITantlmwaddy fire days 
are sufficient. Again, the collection of capitation tax in August at a time 
when bo.vond all others tho cultivator is in need of money for working o.x- 
.jionses, affects agriculture jirojudicially. Not only are forty to fifty lakhs 
taken from tho cultivator himself, hut the paymont. of twenty to thiidy lakhs 
whicli non-agriculturists have to meet raises the rate of interest on loans 
against tho cultivator. Where the cultivator has .small resources, collection 
in August leads to a reduction in the outturn of land ns it lessens his avail- 
able cash for the payment of labour at a time when it is .specially required for 
transplanting and the prevention oj- repair of damage b.v floods. Thc.se 
taxes, whi<-h are iieculiar to this province, can only he justified on tho ground 
that tho peoiilo are accustomed to them and that they bring in a useful 
amount of revenue which cannot, conveniently he forgone. We have consi- 
dered a suggestion that they might be assessed at rates on buildings. In 
some settloments the distribution of buildings has been examined as an 
indication of jirosjierit.v. and the classification of buildings formed a regular 
feature of the earliest censuses. We undorslnnd Hiat_ the question of trans- 
ferring tho proceeds of these taxes to local bodies is under consideration. 
In 1874 tho land rate in lieu of capitation lax was made over to certain 
municipal town.s and the capitation tax colicclod in llenzada was made over 
for the benefit of that iil.nce. We regard with apiiroval the proposal to 
convert these taxes into local rates and are of opinion that the opportunity 
of doing this might lie taken to assess them as house taxes according to the 
quality of the building and the area covered, with ]inssihly nn*exemi)tion 
for the dwellings of the poorer classes.” 

Do .vou agree with what I have road? 

A. — Not always. There is a confusion of issues in this case. Capitation 
tax is levied in Lower Burma and thathameda tax in Djqier Burma and 
capitation tax is levied at a flat rale of Ra. 2-vS-O on every adult male win 
has reached the ago of IB years apd Rs, /i on each married couple. Tlu 
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capitation tax iras first instituted as a means of compiling a roll of a con- 
quered race. Lower Burma was a conquered country mainly inhabited by 
■ the Talaings, and the Burmans when they conquered it, wanted to linow the 
fighting strength of the Talaiug race, and so this tax was imposed. The 
capitation tax affects the individual, but the thathameda affects the 
family as a group. The thathameda tax is payable by each household as 
a family, and so that is different. 

Q. — ^There was this suggestion that this tax should be abolished, and 
land rate should be imposed, but now reading the proceedings of ypur Council 
in the debate on the Sea Passengers Tax Bill, this is what your Finance 
Member says : — 

“It is my intention to discuss the proposal to abolish land rate and 
substitute for it capitation tax with the Finance Committee, and a Bill to 
this effect may be brought before tliis Council at the September session.” 
That is to say, the Government of Burma, on the one hand, said if the 
people do not like thathameda or capitation tax, it is open to them to im- 
pose a local rate; here in this discussion, the Finance Member says, he 
wants to abolish it. 

A. — As far as I understood him he wanted to abolish capitation tax in 
Lower Burma and substitute thathameda tax. 

Q. — He says “It is my intention to discuss the proposal to abolish land 
rate and substitute for it capitation tax with the Finance Committee and a 
Bill to this effect may be brought before this Council at the September 
session. For that reason among others, no provision was made in the Bill 
before us for the refund of the sea_ p.-issengers tax to those* immigrants who 
could prove that they had resided in Burma for a whole year in one of the 
towns in which capitation tax or thathameda is not levied.” 

A. — ^He wants to abolish land rate. 

The Son’hle Sardar -Jogcndra Singh. Q. — The Committee is interested 
to find if the present taxation is not even, what alternative can he proposed 
and the Committee is particularly asked to go into the question and see what 
recommendation they can make. Can you enlighten us on this point? 

A. — ^The tendency in modern tinies is to impose a burden on the land, 
but, in Burmese times, so tar as private lands were concerned, the taxes 
were imposed upon the hotisehold and the lands went free. 

Hr. Paranjpije. Q. — Do you advocate the substitution of thathameda for 
capitation tax? 

A. — ^I do, for Lower Burma. 

Q. — ^I^’'ould people agree to it? 

A.. — Certainly, because it is a traditional tax. 

Hr. Sy'der. Q. — ^You are for introducing thathameda tax in Lower 
Burma and also Rs. 10 a household if no capitation tax is levied? 

A. — ^Yes. 

The Maharajadhiraia Bahadur of Burdxoan. Q. — ^You favour, lunderstand, 
the introduction of thathameda as a_ universal tax in Lower Burma in place of 
capitation tax “now existing. Having done so, I take it, that you are not 
averse to land revenue continuing. 

A. — Certainly not. 

Q. — ^Do you still favour the Idea that there should be a total demand, 
thathameda plus land revenue, provided it ivas not more than Es. 10 a 
hoxisehold ? 

A.— Yes. 

% 

Sir Percy Thompson. Q. — ^A point has been made about double tax. I 
think you said that land revenue was only paid by the tenants of land be- 
longing to the Crown: then that deniand, for land belonging to the Crown, 
becomes a rent. It is just like English tenants cultivating land paying rent' 
to the landlord. It is not a tax if they are paying it for the use of the 
land and therefqre not a double payment. 

A. — If you have land rent plus land tax, the burden would be made 
heavier. 

Q. — Take any country in the world where land is in private ownership, 
the tenant who cultivates the land always pays rent and because he pays rent 
it is no use to claim exemption from land revenue. 

YI— 10 
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A. — is quite true, but 3'our remark applies to countries wliere the 
teachings of economics have been studied more deeply, I think. 

The Hon'hlc Sardar Jogendra Singh. Q. — ^Do you admit that the o^vner- 
ship is vested in the State? I 

A. — Not in Burma, except for the Crown lands. 

Sir Percy Thompson. Q. — ^\^ich were the only ones which paid land 
revenue, which was a rent iov the use of the land. 

A. — Certainly. 

The President. Q. — Ma^’ I refer to page 67 of jmur note ? You saj- 
“The ‘myozas’ corresponded to the jagi’dhars of fief-holders of India and 
they were expected to offer annually to the King one-tenth of the jiroduce 
of their land. This was the traditional proportion of income paj'able by all 
'Burmese subjects to their Sovereign.” Does that mean every man culti- 
■ vating his land was expected to give one-tenth of the produce to the 
Sovereign ? 

A. — ^Yes; in the case of private lands, they paid in monej', i.e., the tha- 
thameda tax. 

Q. — Coming to the question of thathameda tax, you say that it is varied 
between families, but under the Act is it not a fiat rate? The Regulation 
says “Subject to the provision of this regulation it should be levied on such 
a flat rate as the Local Government directs,” and as such the flat rate can- 
not be varied? _ 

A. — In practice it varies according to the assessment of the village 
assessors. 

Q.— The flat rate maj' vary* from district to district, but not between 
individual families in the village. 

A. — ^The average rate sometimes differs according to the economic con- 
dition of the locality j and the rate varies between individual families in 
the village. 

Q. — One of the reasons for varying the rate was the rate of land revenue? 

A. — Yes. 

Q. — If the land revenue is high, the thathameda would go down? 

A. — ^Yes. 

Q. — As regards substitution for it, under the Burma Local Self- 
Government Act power is given to the District Councils to substitute for 
it a circumstances and propertj' tax so that the District Coiincil can, -on their 
own part, secure the abolition of the thathameda or capitation tax. 

A. — ^Yes. The.y have got power to abolish the thathameda or capitation 
tax and levj' a new tax. 

Q. — ^Under the District Cesses and Rural Police Act, there is a cess of 
10 per cent on all lands? 

A. — ^I believe so. 

Q. — And there is a house-tax? 

A.— Yes. 

Q. — May it- come aboxit like this that the same person will pay land 
revenue, thathameda cess and house-tax? 

A. — Quite possible, but conditions vary in Upper and Lower Burma. 
The house-tax, I believe, it assessed bj‘ measurement, bj’ area, etc. 

Sir Percy Thompson. Q. — Is hotise-tax pa.yable outside the towns? 

A. — It is generally paid within municipal limits, but under the new Act, 
it is paj'able outside municipal limits too. 

The President. Q. — It may be levied in any specified town, village or 
hamlet ? 

A. — ^Yes. 

Dr. Dyder. Q. — You do not mean to say that land revenue was paid on 
land which did not belong to the Burmese Kings? _ 

• A. — ^Under the Burmese regime, private lands did not pay land revenue. 

Q. — It is stated here in the report of the Land Revenue Committee 
that in Upper Burma certain lands were recognized as lands paying rent 
and that on the remainder nothing in the shape of rent, revenue or tax was 
levied, the only general tax being thathameda. Do jmu abide by that? 

A.— Yes. 



The Malmrajadliiraja Bahadvr of Burdican. Q. — 'believe that, so far aS 
land revenue is concerned, it also varies from village to village or fi-om plot 
to plot. 

A. — ^Yes, it does. 

Q. — Does the average Burman accept that as a necessary evil? In other 
.words, would the Burman be more satisfied if he had a sort of fixed rate for 
a certain class of land^than a varying rate? 

A.— The land revenue varies according to the classification of the .soil 
in the same locality 3 but in different localities it varies according to the 
climate, the amount of rainfall or the fertility of the soil. 

Q. — The Burman does Aot mind this varying ratej he thinks it is to 
his advantage. 

The Son’ hie Sardar Jogendra Singh. Q. — ^According to the principle 
you enunciate, would you like taxation in Burma to be on a more equitable 
basis? 

A. — Certainly. 

Q. — Have you any recommendation to make? ■ 

A. — J am concerned with general principles; and as I am not engaged 
in executive woi-k, I do not think I can make any useful specific recommend- 
ations. 

Dr. Slider. Q. — Are you prepared to give evidence on the sea pas- 
sengers tax recently passed b the local Council? 

■ A. — Certainly, it is one of the burning topics of the day. 

Q. — ^The Bill has been passed by the Burma Council and I see from the 
proceedings that you made a opeech and voted for the Bill. 

A. — ^Yes. 

Q. — ^You object to the capitation tax? . 

A. — ^Yes.® 

Q. — If you take a tax of Es. 5 from every passenger who enters Burma 
by sea, it comes to this : irrespective of his ability to pay, you are charg- 
ing every person a sum which it might not be in his power to pay and the 
levj' of such a tax would be against these excellent principles of taxation 
you enunciate, that taxation should be restricted fn accordance with 
the taxaljle capacity of the people, that it should .be equitable in its incidence 
and so forth. 

A. — Taxation ought to be equitable and it ought to be limited to the 
taxable capacity of the assessee. But in the case of Indian labourers who 
come to Burma from India, they have their future earning capacity to mort- 
gage. A mistry comes along and collects, all the labourers, sometimes he 
makes advances to them and pays their steamer fare. If a tax is levied on 
such labourer, tho iptstry also would pay this tax in addition to the steamer 
fare, but all these sums of money are debited to the Indian labourer for 
future adjustment. 

Q. — He mortgages his future earning capacity before he starts and over 
and above this, the Government of Bui-ma have now passed an Act which 
puts a tax of Es. 5 on every person. I understand that the tax would be im- 
posed upon every Indian who enters Burma, whether a woman or air adult 
or an old man or one suffering from physical disability with no eaiming capa- 
city whatever. Further, you levy no capitation tax in nine towns in Burma, 
but you would levy 'this impost on Indians who would go and reside in these 
nine towns in which no capitation tax is levied. Does it strike you as fair 
and equitable that poor people who have no means to pay should be subject 
to this tax? 

Sir Percy Thompson. Q. — Isn’t the answer to this that the Burmans 
do not want these maimed and blind persons? 

A.-yNot exactly. These are imported by Indian settlers as recipients 
of charity. 

Dr. Syder. Q. — The position comes to this: that we are resorting to 
an instrument of realisation which is a double-edged weapon; the Burmans 
and the Indians liavc to see wnich edge is the sharper. 

A. — In public life we have to -avoid two things : selfishness and vindic- 
tiveness. You are talking about the maimed and the blind, but it is the 


look-out of the missies to choos.e tlieiv coolies to ■i\'lioni they advance money 
and from vliom it is likely that they would get hack their money plus inter- 
est. My 'other point is this: we receive about 300,000 Indian immigrants 
into Burma a year, of whom about 250,000 go back and about 50,000 remain 
here. As a rule, these Indians do not pay any tax. 

Q. — ^Wlien they settle in a village, the village headman makes them pay 
two, three and four times over. 

A. — ^It may be in a few isolated cases, Jiot as a general rule. Those who 
rema,in in large towns like Eangoon do not pay anything in the shape of 
municipal tax, conservancj' tax or water tax. 

Q.— Neither does the Burman pay? 

A. — He pays municipal taxes. 

Dr. Paranjpye. Q. — The outsider would also pay these municipal taxes? 

A. — No; he only pays Rs. 2 a month for lodging. The capitation tax 
is only a euphemistic name for the imposition placed upon the Indian im- 
migrants, so that they may be placed in a position to bear their own shai-e 
of the responsibilities of British citizenship. 

Dr. Syder. Q. — So far as it lies within their means, they pay by way 
of customs duty, e^c. 

A. — ^They are to bear their own bui-den of citizenship. In Rangoon itself 
about 120,000 labourers come along, about 40,000 are spread over the 
districts and the remaining 80,000, who remain in the mills and factories 
of Rangoon, do not contiibute anj'thing to municipal revenues. 

Q. — ^Are there no house-taxes? 

A. — They live in barracks and pay about Rs. 2 a month. 

Q. — Is not there something included for the municipal services in the 
house rent? 

A. — ^It is only Rs. 2 a head that they pay, whereas municipalities have 
to undertake a lot of duties on their behalf, e.g., vaccination, segregation 
in tames of epidemic, conservancj' arrangements, etc. I was talking to a 
Municipal Commissioner son^ time ago rvho told me that it was the intention 
of the municipality to ask the Local Goveimment to contribute part or tne 
proceeds of the tax to the municipality for their expenses on 'the Indian 
labourers. 

The President. Q. — ^Is there anj' expenditure on account of labourers 
who cannot be repatriated, they having broken down in health? 

A. — I do not think there is anj' provision for that. 

Q. — ^But that does involve expenditure? 

A. — ^The labourers go to the hospital and are treated there. 

Q. — ^What happens to a man who is unable to continue his work and 
has no money to pay his passage hack? 

A. — M^e hadn’t any instances of this kind. 

Dr. Syder. Q. — You don’t repatriate Indians? ^ 

A. — Not as a rule. It is the look-out of the mistiics. 

The President. O. — Dose the mislry keep in touch with the cooly for 
the whole time? 

A. — ^Tes. 

Q. — ^^Vhat is the law by viiicli a mistry can recover the amount ho 
advances ? 

A. — ^I do not think there is any process of law except the Workmen’s 
Breach of Contract Act. 

Q. — Is that enforced by the mistry against the workmen? 

A, — I haAm not heard of enloi-cemeut, but the mistries hold it over the 
coolies’ heads as a kind of Damocles’ sword. 

Q. — ^Is there imprisonment for debt? 

A. — There is, but 1 d^ not think tho mistries would go in for that. 
Somehow or other, they have some sort ef moral influence over the coolies 
and they try to get hack the money advanced to them. 
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Q- — ^Are not these advances a means of promoting slavery? 

_A. — ^Tlie indenture system is a sort of slavery, hut, in any human insti- 
tution, there must he some sort of slaverj^ Even in Government service, the 
element of restraint is not absent. 

Sir Percy Thompson . Q. — Has the mistry a real hold over the labourer 
and does he make it very hard for his family left behind? 

A. — ^There is a sort of social pressure exercised on the families of the 
coolies in Sladras. ' 

Dr. llyder. Q.— 'When the nustry advaiices Rs. 5 to the cooly, I think 
the cooly vrould have to repay double that amount? 

A. — ^May be. 

The President. Q. — ^Practically, 1 ouppose the niistiy takes a share of 
the wages. 

A. — ^Yes. 

Q. — Does the mi.dry contiact for a gang -of coolies? Does he keep his 
gang together and really contract for the work of the gang and not let them 
go out as individuals? 

A. — He does. Afc one time, a sort of direct system of recuritment was 
attempted by the I’ublic Works Department who wanted to do awaj' with 
mistrics, but that failed. 

Q. — Really, what he deals with is the unit? 

A. — Yes, not with the individual. 

Burma cannot do without Indian labour, because the population is so 
very small. I was talking to a IMuhammadan gentleman the other day who 
is large emploj'er-of labour. Bfe told me that, when the Sea Passengers 
Bill was introduced and passed by the Legislative Council, all his Indian 
workmen wanted their wages to be<*raised from Es. 20 to Es. 24 a month; 
otherwise they would strike. He had to give them what they asked for, 
because there was no other form of labour to take the place of the Indian 
labour. In Eangoon itself, the licksha-.v pullers, the gari wallas and cartmen 
have all raised their wages, 

Di. Paranjpye. Q. — ^Practically, the levying of this tax of Bs- 5 per 
labourer has resulted in fhe Burmans, who make use of the rickshaws and 
garis, paying a good deal more? 

A. — ^Yes, the consumer pays. 

Q. — On page O'! of your nule, you say that the capitation tax is not 
equitable in its incidence because many Talaing, Arakanese, and Karen 
youths, who have reached the age of 18, cannot pay the tax, the burden 
falling upon their parents. According to the argument used by you in the 
case of Indian labourers, haven’t these adult youths their earning capacity 
to draw upon? 

A. — ^There is a difference. The Indian labourers are immigrants, while 
these youths are indigenous ''people living in the land. Those who come 
over from India come here as aliens to make their money. Th^ look upon 
Burma as their El Dorado. 

Q. — ^That practically means that you do not want Indians? 

A. — ^No; we want Indians, but we want them to bear their own share 
of the burden of taxation. 

Q. — ^You do not want the adult Bm'mans to l^ejir their share? 

A. — ^They already do so. ^ ‘ 

Q. — ^You make a great grievance against the capitation tax; I should 
consider that the same grievance holds good with even greater force in the 
case of Indians vhoin you are going to subject to the sea passengers tax. 

A. — ^The analogy is not quite parallel. We are treating the Indian im- 
migrants as foreigners who come over to Bu_rma_ to make money, but in the 
other case, we are dealing with people who live in the country as permanent 
inhabitants. 

Q. — ^Therefore, you- do not want them to pay their fair share, but you 
want tlie foreigners to pay more than their fair share? 

A. — The latter have not paid anything hitherto. 
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Q. — are the Talaing, Arkanese, and Karen j’outlis paying?' 

A. — Thoj' paj' capitation tax. 

Q. — But yon arc opposed t the capitation tax ndiich.they pay. 

A. — I am opposed to that, because I am in favour of introducing the 
thathamcda tax in lieu of the capitation tax. The analogy is not quite 
parallel. 

Q. — ^The logical sequence is that you want to treat Indians in a differ- 
ent way from Burmans. You want that Indians. should pay more and that 
Burnians should he exempted from taxation? 

A. — ^I want them to bear their own fair share of the burden. 

Q. — It won’t be a fair share if only some pay and the others don’t. , 

A. — ^The Burmans pay other taxes, such as conservancy, water and light- 
ing taxes. 

Q. — ^All who live within municipal limits pay certain taxes either direct- 
ly or indirectly? 

A. — So far as I know, the Indian labourers pay only Es. 2 per head a 
month in the form of house rent. 

The President. Q. — Isn’t it the case that in the nine towns referred 
to, the Local Government may, from time to time, by notification, levy in 
lieu of capitation tax an annual rate on land? The municipal taxation 
is substituted for provincial taxation ; that is what it conies to. 

A. — ^Yes. 

Dr. Paranjpyc. Q. — You would charge the sea passengers tax on all- 
people who come into Burma, male, female and children? 

A. — That is so. 

Q. — That would mean that if an adult^comes here singly without his family 
ho would have to pay less. Do you consider it advantageous from the Bur- 
mese point of view that you should get only adult labourers without their' 
families into this province? 

A. — The position seems to me to be the reverse. At present, the great 
majority of Indian labourers who come to Burma come without their 

families j if they are made to pay this Es. 5, they might as well bring 

their families. 

Q. — If they bring their families, you are going to make every 
inemher of the family pay Es. 5. By so doing, you are discourag- 
ing them from bringing their families. If the Burmans want to, encourage 
the Indians to bring their families, your tax will have a tendency to stop 
that. 

A. — The Act follows the line of existing practice. A very great majority 
come here without their family. 

Q. — ^The best way would be to exempt the labourers who bring their 
famillies from the tax and tax those who do not bring their families. 

A. — That is fair. I look at it from the Chinese point of view. If a man 

comes to Burma from China, he may leave his wife tliero and marry another 

in Burma. His first wife lives there in his village to. look after his father, 
mother and children. It is in rare instances that a Chinaman or an Indian 
labourer briiigs his wife to Burma. 

Q. — The main grievance was that the Indians did not take their fami- 
lies to Fiji and other plaSss. Now b.v means of your taxation you are ac- 
centuating that evil. o 

A. — ^It is very rarely that the Indian labourer takes his family to outside^ 
countries. His social customs would not allow that, and, with his restricted 
means, he would not be able to bear the additional expenditure involved. 

The President. Q. — ^But the Indian Emigration Law only allows emi- 
gration to certain countries il tnere is a certain percentage of women to 
men. 

A. — That is from the European point of viewj not from the Asiatic point 
of view. There are a lot of Asiatics who travel about without their wives. 
When the Amir of Afghanistan came to India, I do not think he brought 
his wife along with him. 
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Q. — But lie did Juot come to settle. 

Dr. Uyder. Q. — The European commercial •opinion headed hy Sir Adam 
Richie was against this tax on pa.ssengei-s. 

A. — Sir Adam Richie is the head of the Burma Oil Company and ho 
emploj’s about 6,000 or 7,000 coolies in tlie oil fields alone. If this capitation 
tax levied on Indian labourers the wages would rise. 

Q. — And these Indian coolies are engaged in the task of developing the 
resources of Burma and they are made to pay Rs. 5 extra while they are 
engage in this task. 

A. — ^A man generally looks at his pocket first. It is fine phraseo- 
logy to say that we develop the resources of Burma. First of all, we look 
to our pockots. And those Indian coolies are more instruments for the 
emploj'er to make money. 

Sir Percy Thompson. Q. — Is there not provision that if any of these 
immigrants pay caxiitation or thathamcda, this tax would be refunded? So 
that what happens is this : that it is merely a method of ensuring the col- 
lection of the capitation or the ihathamedn whenever he is liable to it. 

A. — Certainly. 

Dr. Dyder. Q. — There was a discussion about this in the Council, where 
it is stated that there are difficulties in collection. 

A. — These are all details and minor evils attached to every system of 
administration. 

The President. Q. — ^In paragraph 2 of your note you say, “The point I 
wish to emphasize is, that a State, whose _ system of taxation aims at mate- 
rialistic progress at the expense of religion and trno education, is bound 
to have unrest or collapse in the course of years;” and you attribute that 
to the fact that early marriages, abolition of famines and the stoppage of 
wars, feuds, conspi'yacies and rebellions lead to a large increase of population. 
I don’t quite see how religion and education will make food go round? 

A.— rThe well-being of a man depends upon liis psychology, his mentality, 
and that again depends upon his religion and education. The complaint 
among the Burmans is this : that the yorxng Burmans having studied Englinh 
in their schools and colleges are losing respect for their elders and are losing 
touch with. their religion. In fact, their character has been modified for the 
worse. 

Dr. Paranjpyc. Q. — ^Will you do away with your Universities? 

A. — ^That is not it. If you can’t end a thing you must mend it. If your 
University is to go on, you must try to mend the system by having a larger 
place for your vernacxxlar and Buddhist education, Bxiddhist philosophy and 
so on. 

The President. Q. — You say, “Japan is now menaced by a cataclysm” 
hy the same causes? 

A. — ^Yes; China and Japan are countries which started with an agricul- 
tural system. Then they adopted an industrial system. There is more in- 
dustry than agriculture in Japan and the people have gone in more for 
material prosperity and for apoing European manners and customs. 

Q. — That is hardly a matter for adjusting the system of taxation. 

A. — ^It is an example of what takes place in other countries. 

' Q. — ^You say, “The system of taxation aims at materialistic progress 
at the expense of religion and true education.” In what respects? 

A. — ^Not exactly the system of taxation; hut the objective of the whole 
system of administration. For instance, the British Government is esta- 
blished in India; it finds so many religions and so many peculiarities; and 
says “Let iis not take notice of any of them.” 

The Hon’lde ^ardar Jogendra Singh. Q. — So your idea is that the tax 
is misapplied so far as education goes? If the tax were apixlied for the pro- 
per education of the people, the difficulties won’t arise? 

A. — ^^^Hiat I say is this : that the British system of Government is en- 
tirely divorced from the native system of religion and culture. 
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The President.^ Q. — ^In paragrapli 5 of your note you anticipate a deficit 
of the revenue derived from opium. Do you anticipate that prohibition ivill 
he introduced into Burma? 

A. — ^The tendency of public opinion in Burma is to do aivay with the 
revenue derived from excise and opium. But that is only an idealistic goal 
We may or may not attain it. 

Dr. Paranjpye. Q. — ^Do away with the revenue or do away with the 
drink? 

A.— Both. 

The President. Q. — ^You tried to do away with hemp drugs and opium. 
Have you met with any considerable success? 

A. — I do not think so. The Burmans do not favour ganja. They favour 
intoxicating liquor and opium more. 

Q. — ^Have you prevented Indians from getting ganja? 

A.— No. 

Q. — So you have lost a lot of revenue without any good? 

A. — Certainly. 

Q. — ^In the case of opium? 

A. — There is a lot of smuggling. On the Indian frontier, we get a lot 
of opium from Chittagong and from the Shan States and from China, it is 
impossible to entertain a very large preventive staff to prevent smuggling. 

Q. — The Burmans who were originally registered when the system of 
registration was introduced arc nearly all dying out? 

A.— Yes. 

Q. — ^You refer to the salt duty as a direct tax. It is surely an indirect 

tax. 

A. — It may he. 

Q.— You say, “The former may be left alone, but the latter, which is 
generally looked upon as a financial reserve, may be increased without im- 
posing a heavy burden on the masses.” Don’t you think that the present 
tax imposes a heavy burden? 

A. — I do not think so. Because the salt tax is the only tax since the 
days of the hloghul Emperors which touches the masses. And, in this con- 
nexion, I wish to say something about the salt industry in Burma. The salt 
industry in Burma revived in the days of the European war. But it is prac- 
tically dead now, and the reason seems to be this. During -the days of the 
European war, there was a differential tax put at the rate of Rs. 2 on 100 
viss on indigenous salt and Rs. 3 per 100 viss on imported salt, 
and the price of indigenous salt was Rs. 8 and that of imported salt 
Rs. 9. But now there is no such differentiation, and the rate has 
been raised to Rs. 3, and the indigenous salt can no longer compete 
with the imported salt. 

Q. — Are jmu sure whether it was a differential rate? 

A. — I was told so by a salt manufacturer. 

Sir Percy Thomj)son. Q. — ^Would you recommend the imposition of a dif- 
ferential tariff on salt to develop tTie_ salt industry here and use it as a 
substitute for raising revenue otherwise? 

A. — I am not in favour of that. I was going to say that the salt industry 
ought to bo revived, because in Burma 70 per cent of the population is en- 
gaged in agriculture. We want to relieve the pressure on the soil and create 
or revive industries. Salt is an important ingredient in the food of the 
Burmans. , 

Q. — ^How do you propose to revive the industry? 

A. — 1 really do not know. 

Q. — Do you advocate putting a differential rate on the imported stuff? 

A. — ^Yes. 

Q. — ^You suggest that salt is used by every Burman. Would not that 
increase the price of salf? 

A. — Wliat I was thinking about was to revert to the old system; that is, 
to levy a higher duty on imported salt and a lower rate on the indigenous 
salt. 
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Dr. Hyclcr. Q. — ^1 suppose the imported salt is subject to a duty of 
l?s. 1-4-0 and your salt manufacturer in Bui-nia is also subject to Es. 1-4-0. 
And your point is that the excise duty on salt should he reduced here to 
Re. O-8-Oj keeping the rate on imported salt at Rs. 1-4-0? 

A.— Yes. 

Sir Percy Thompson. Q. — The result rrould be that the Central Govern- 
ment would be losing a certain amount of revenue. 

A. — ^The proposal is to convert salt into a provincial subject. 

Q. — If you have it provincial, you must have various duties in the 
various provinces. Then will not there be smuggling from the province where 
the rate is low into provinces where the rate is higlip 

A.— Yes; there is a risk. 

Dr. Paranjpye. Q. — ^If the Government of India were to make salt a 
provincial transferred subject, so far as Burma is concerned, would Burma 
pay the Central Government for’ its loss of revenue to that extent? 

A. — I cannot give any opinion on that. I would rather like that the rate 
should be kept at R^. 1-4-0 and the rate on imported salt raised. 

Sir Percy Thompson. Q. — Then you will increase the cost of salt to the 
Burmans P 

A. — They ivill be prepared for it. The profits of production will then 
remain with the Burmans and it will revive the industry. 

Q. — ^Then you recommend export customs duty on certain articles; on 
rice, for instance? 

A. — On rice, one of ^ihe Lieutenant-Governors made a proposal to put 
a cess of' As. 3 per niaund and it was ^hought that it would bring in a re- 
venue of about 60 or 70 lakhs a year. 

Q. — But are you not making it difficult for the man who grows rice to 
compete in the world market, if there is an export duty on it? 

A. — ^There is already an export duty. 

Q. — But if you put on an additional duty, to that extent it does cripple 
the growers in their power of competing in the world’s markets. 

A. — ^But the position is this : out of the three rice producing centres, 
Burma, Siam, and Cochin-China, Burma grows and exports the largest 
quantity of rice. 

Q. — ^Then take cotton and wheat. There you have no monopoly; you 
are competing against world prices, 

A. — As regards cotton, a lot of Burma cotton is taken to China and is 
not exported by sea. So there is scarcely any competition there. 

Q. — ^How cau you put an export duty on Burmese cotton and not put 
it on Indian cotton P You cannot tax part of the produce which is. exported 
from one part of the limpire. 

A. — The other day there was a piece of legislation relating to the im- 
port of cigarettes over the Siamese frontier. That applies only to Burma. 

Q. — Surels' that only related to the application of certain provisions of 
the Sea Customs Act to the land frontier. If you put a duty on wheat, would 
not that result in less export? 

A. — ^Wlieat is not yet a very big industry in Burma. 

Q. — You say "Unlike China, the balance of trade is in favour of India, 
i.e., to soy, exports are in excess of imports”. Are they in excess of imports 
when you take into account the payments that India has to pay on her ex- 
ternal debt? Her exports must be larger than the imports in order to pay 
her interest on the debt. Do the exports exceed the imports by more than 
that amount? 

A. — In China the imports exceed exports. So financiers say that the 
country is getting poorer and poorer. But in India, looking at the trade 
statistics, leaving aside the official payments, the exports exceed the imports. 

Dr. Paranjpye. Q. — In the case of China, do you think that the excess 
of imports is due to the fact that the Chinese in other parts are sending 
monej’^ back to their country in the form of goods? 

VI— 11 
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A. — Tlie Chinese, who settle in foreign countries, belong only to a few 
provinces, namely, Kuangtung and Fukkien. The whole of China does not 
send out emigrants to foreign countries. 

Q. — ^Are they sending the surplus money hack to China in the form of 
mone 3 ' or in the form of goods? 

A. — Mostly in the form of money and seldom in the form of goods. But 
still tliese goods must pass through the customs and there must be statistics 
kept. I am talking about the imports of goods from foreign countries — not 
sent by settlers. The settlers are comparatively few compared with the 
general population of China. 

The President. Q. — ^In paragraph 8 of your note you say “The paddy 
lands, which wore Royal domains, had to give in kind about 50 per coirt 
of their produce”. And there were several Royal monopolies? 

A. — ^Yes. 


Q. — ^All minerals rvere complete monopolies? 

A.— Yes. 

Q. — You say under the late regime the holders of allodial lands paid 
no land tax. "What is meant bj' allodial lands? 

A. — They are distinguished from feudal lands. 

Q. — Then under paragraph 12, you refer to co-ordination and re-adjust- 
ment between the imperial, provincial and local systems of taxation and you 
suggest that stamps, both judicial and commercial, should bo imperial. 'V^y 
do you make judicial stamps imperial? 

A. — ^Because they relate to the whole empire. f 

Q. — Is it not the case that the judicial stamps should be so regulated a 
to meet the cost of the courts? 


A. — do not accept that theory. The litigant must be taxed 
litigation and for troubling Governmeiit officials. Your theory is on1 
commercial theory. I’lobably, it may apply to the Irrigation BeparbUj 
If we get just the iiiLorest and the ivork is paying its way we need no|r 
any profit. i 

Q. — The basis of the theory is that justice should be free and not tab 

A.. — ^Between litigant and litigant that is all right. Between the & 
and the litigant there is no such thing. I remember Lord Milner saying jl 
the British supplied Egypt with justice and water. ^ 

Q. — ^But does it sell justice for profit? ^ ' 

A. — In theory it sounds very well. But we ought to ^tfke some sort, 
revenue out of justice and ought not to cut it very fin<^ 

Q. — You would levy at a uniform rate and give ^to the Government, 
India? / 

A. — ^Yes. .. 

Q. — You say that the sources of provincial taxation are land tax, forest 
tax. and capitation tax. Don’t you anticipate that local bodies would in- 
troduce the circumstances and property tax? 


A. — ^Yes, in lieu of capitation tax. 

Q. — ^Then there will be no capitation tax left for the Provincial 
Government. 


A. — ^But I believe the Provincial Government wants a share of the new 
tax levied by the local bodies. I am not quite sure of that. 

Q. — Surely that is to be a local tax, is it not? 

A. — ^Alay be. 

Q_ — Is the land tax in the nine towns jmu mention credited to the 
to-ivns ? 

A. — I think it is credited to the province. I am not quite sure. 

Q. — ^Is it in addition to land revenue? 

A. — I am not quite sure of that. 

Q -.-Would you confine local taxes to service taxes? 

A. — That is municipal taxation, yes. 
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Q. — ^Don’t you need some general tax also in your municipal toumsP You 
cannot keep separate accounts ior evei-y service. 

A. — ^We want a general tax for general administration too. 

Q. — ^That would noimally be a tax on circumstances and property. 

A. — Yes. But sometimes, municipalities make a profit o\it of service 
taxes. 

Q. — Do they? 

A. — ^They do. 

Q. — ^Then you object to a tax on fisheries on the ground that it incr-eases 
the cost of fish. 

A. — ^Not that I object to the taxation. I say ’licenses should be sold for 
a definite period of j^ears, say three or five. 

Q. — ^You say auctions should be held for a term of years and in that 
period people would learn more economic methods. 

A. — ^Yes. 

Q. — To avoid coiTuption and leakage of municipal revenue, would you 
prefer to have the assessment and collection' of taxes of local bodies made 
by an official agency, as it is in a good many democratic countries? 

any rate, 'at the outset, it will be all right. Before local bodies 
acquire experience, tins may be done. 

Q. — You want a separate enquiry regarding municipal administration. 
■\Vas not an enquiry made under the chairmanship of Air. Houldey? We 
received a very able report on the subject. > 

A. — ^Has any action been taken upon that? 

Q.' — ^The-enquiry has been made. 

A. — I think there ought to be some sort of uniformity in different places. 

. N 


Prof. H. STANLEY JEYONS, M.A., P.S.S., P.G.S., I.E.S,, 
Dniversity Colleg’e, Bang'oon, was next examined. 


V/ritten memorandum of Prof. Stanley Jevons. 

As regards the incidence of land revenue, it has occurred to me that 
if you are able to obtain the co-operation of Local Governments, it might 
be possible to get figures regarding the total income from the land and the 
revenue from the records of land acquisition, for which this information 
must be obtained. Unfortunately, there have been few new railways built 
in recent 3'ears; but acquisitions mu.st be going on for new irrigation canals 
in Oudh and the Punjab. It might also be possible to get useful figures 
regarding estates recently taken over by the Court of Wards, as to the ratio 
of revenue to gross rents at the time of, or a year before taking over. In 
these and by the advertisements, you might obtain sufficient cases to bo 
regarded as a fair sample of the whole. 

As, regards the unearned increment where land is improved by Govern- 
ment irrigation works, this does not escape taxation for more than a brief 
period in most provinces. At the next settlement, the revenue assessment 
is increased on account of the water ; and an extra assessment is levied 
prior to - the next settlement. Land revenue increment due to irrigation 
works is accounted separately and usually credited to receipts' of the Irriga- 
tion department. The increased assessment might be considerably larger, 
especially in the Punjab, I think. 

I would like to call attention to the particularly low ratio of land 
revenue to annual value ' of the agricultural land which seems to prevail 
in the Punjab canal colonies, parts of Madras (not permanently settled) 
and in the Delta Districts of Lower Burma. 
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As regards land tax on site values in towns, 1 have written a tentative 
note which I enclose herewith. I have not had time to go into all aspects 
of tile problem: and if any member of the Committee lihcs to send mo 
criticisms of my note, or ask further questions, I shall be pleased to go 
into the matter further. 


I liave started to answer some questions in your questionnaire, and am 
sending herewith the first few pages, as I may be delayed in completing 
them. 


Q_ 9 . — I think the real incidence of taxation in the true economic sense 
cannot possibly be calculated, because the effects of protective customs duties, 
and of export duties would have to bo estimated very roughly. Estimates 
of incidence based on an extensive collection of family budgets of all classes 
miglitj however, yield suggestive and fairly reliable results. 

' Q. 13. — The answer depends on the nature of the undertaking. The 
element of tax does not appear if Government makes a profit in produciiig 
and selling in competition with private producers, c.g., Government timber 
and saw-milling, as in Burma. An element of tax enters when Government 
makes a profit from a legal monopoly, and from a railway when the not 
earnings exceed the commercial rate of interest on capital outmy, not tho 
Government rate of interest. Government is entitled to regard as profit the 
benefit of being able to bonow at a lower rate than a railway company. 

Q 14 -tAs regards (a) to (d), see previous answer. The profits on 
coinage cannot, I think, be rightly hold to contain any element of taxation 
SO long as the coinage is not in excess of tho requirements of tho country, 
and I cannot regard tho presont issue as oxcossivo. Tho same applies to 
paper cuiTency. The pi’ofits of exchange, in so far as they are not mere 
book-keeping entries, are of the nature of an indirect tax on trade and 
consumers of foreign goods; but tho amount seems to mo negligible, and 
this form of tax justifiable, oven if it wore larger. Cinchona ought to bo 
sold at or below cost, but if a profit is made there is no element of taxation 
as it is not a monopoly. 


The ’lumiion of Hifc values in Indian town%. 

1. Nature of the fax.— T\niilst agricultural land is nowhere exempt from 
more or less heavy taxation by land revenue, excepting lands specifically 
exempted, or for which tho tax was at some time compounded, urban laud 
bears either no tax or one which is usually very small in comparison with 
its value. Some urban lands which were formerly agricultural - still pay 
land revenue. In Rangoon there is a town lands tax levied in lieu of capita- 
tion tax, but the rate is low. It is suggested that all existing land taxes 
and revenue derived by tho Stale or public bodies from urban lands ho 
treated as if they were ground rents, excepting only a betterment tax 
imposed under a Town Improvement Act, whicli stands on a different footing. 
That is the only logical course to follow if existing owners or lessees are 
to be treated on an equal footing. 

The principle should ho to take tho capitalized value of that portion 
of income attributable to unimproved site value wliidi each person enjoys. 
It is more convenient to tax tho capital value than tho annual value of 
urban land, because a hypothetical annual value of undeveloped, or under- 
developed, urban land, is not, in most places, easily imagined by tho people 
wdio would ho taxed, and tho assessments would he constantly contested. 
The capital value of undeveloped land is, on the other hand, generally 
known. By ‘capital value’ I moan tho market value, in the sense of the 
price which it may be expected would be obtained by a willing seller from a 
willing buyer, the' offer having been widely made known. 

In some cities much land has had to bo improved before it could he built 
upon. The improvements take the form of drainage filling, raising, levelling, 
or simply constructing an access road. Allowance must ho made for the 
expenditure incurred. In regard to lands which are leased, perhaps to two 
or three successive lessees, each holding from the last, the principle must 
be to capitalize the share of tho total rent attributable to site value enjoyed 
by each, making allowance to each for improvements according to his ex- 
penditure. The capitalization of annual value should he done by a factor 


‘See nexu page. 



(so luanj' years’ inircbaso) wliicb may be ascertained to bo the average 
relation of rent to market value during the preceding three years. This 
factor vould be subject to change at inter^mls of a few years; bnt public 
notification sliould be made immediately of any change. 

2. Provincial or Municipal Tax . — Experience shows that municipalities 
in India, except perhaps the Presidency towns, are unwilling to impose a 
iiouse tax bej'ond a very low rate. This is a tax on houses plus their sites. 
If no more were done than simply to give municipalities power to impose 
a tax on site values on certain lines, not one municipal body in twenty 
would do so. The idea of the tax and its method of assessment is too 
complicated for the average member of a municipal board to grasp; and, 
if imposed, the assessments would iirobablj' be as frequentl 5 ' wrong as right. 

In my opinion, a tax on urban site value is only practicable as a 
provincial tax levied on uniform lines, and at a uniform rate in all towns 
of the province. A permanent expert provincial staff would be formed for 
assessment and perhaps also for collection of the tax, though the collection 
might be done by the agency of the municipal staff or the income-tax office. 
The question what proportion of the proceeds of the tax should be handed 
over to the municipality is not important, but I think that some portion of 
the tax, say one-fifth or one-foirrth, sliould go to the municipal fund. 

3. Assessment . — ^Tho method of assessment would be by dividing the town 
into blocks, usually of less than 100 houses, and assigning a “block” rate of 
land value throughout each block. Thus, the house-sites on both sides of a 
main street for a distance of a few hundred yards, would constitute a block. 
Specially advantageous sites, like corners, would have special assessment. 

The assessment officer would comj)ile a complete record of sales of land, 
and of buildings and land, also of lettings or registered leases, for the past 
three years. He would also make enquiries as to current rents. Prom 
these data he would be able to fix the ratio of market value of the land 
to not rental for tlie land assumed denuded of improvements (not necessarily 
the same as a ground rent actually paid). Using this ratio he could calculate 
the block rate for each block from the I'ents, 

As indicated above, an allowance for the cost of imi^rovement of the 
land, if any, made by the owner prior to building, would have to be made, 
if claimed. The owner should be required to prove that he or his predecessor 
did have to improve the land before building; and in default of his being 
able to give evidence of how much was so spent, an expert engineer would 
be called in to certify the probable cost of the improvement described at the 
date stated. The cost of the improvement having been settled, the owner 
should be allowed to add 30 poi’ cent to it to allow for interest prior to the 
comi)letion of buildings on the land and for remuneration of the owner for 
his trouble in planning and superintending the improvement. 

Assessment officers should be permanent Government servants of 
gazetted rank; and probably it would be found better to have a permanent 
department, undertaking the assessment of all towns throughout a province. 
The assessment ought, in my opinion, to be liable to revision after short 
intervals. The interval between land revenue settlements, 20 or 30 years, is 
too long, so that an enhancement of revenue may very likely be from 30 to 
50 per cent in individual cases. This creates a sense of insecurity towards 
the end of a term of settlement; and lending on mortgage even for improve- 
ments is discouraged. In J;he English rating practice, assessments may be 
revised, I believe, at any time; and increased assessments are frequently 
made after an interval of five years has elapsed since the last revision. 
That is the system I would recommend, because in the absence of fraud, or 
error in the preceding assessment no great increase would be likely in five 
years. If that were the system adopted, portions of any town could be 
revised from time to time as the growth of the town, or spreading of the 
business centre, or extension of a tramwajq seemed to call for it. A general 
re-assessment of all sites in the town simultaneously need never be itnder- 
taken. The Avards might be taken successively in a 5 or 6 years rotation, 
thus keei>ing a small local staff constantly at work, except in small towns, 
which would be simultaneously je-assessed throughout. 

4. Incidence . — ^Tho question of the final incidence of the tax is of the 
greatest importance. A flat rate of tax at so much per acre would be almost 
entirely shifted to the occupier. A tax imposed only within municipal limits 
Avould have a tendency to make people shift for residence and some kinds 
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of business oulsido uiunicipal limits, unless corresponding ndvanlngos wore 
provided ■witliin ibo municipal area, such as improved roads and water 
sppply. ■ . 

Tlio tax I am i)roposing is one of whioli tbo final incidence is on llio 
owner, including all iiersons, such as lessees and mortgagees, having an 
interest, in tlio not aiii.nal value of tlie site. It is to bo a kiinl of incomc-iax 
on tbo unearned income arising from the increased annual value of the silo 
duo to the growth of the town or neighbourhood. A now railway or other 
public improvement, or increased trade, or merely a decline of (he purchasing 
power of money (general rise of prices) may be the cause. Jn all advanced 
countries it is widely recognised that this is a source which may justly ijo 
taxed, even at a heavy rate; though it would hardlj- bo equitable to impose 
a lieavy rate immedialcly. It .should be gradually increased at intervnl.s of 
a few year.s. Starting at imlf per com, per annum on the caiiit.al value, it 
could lie iuorca.scd to 1 per cent after 5 year.s. 

A lax strictly )uoporLio)ia! to tlie value of laud caimof be .sbifted to tbc 
occupier, assuming bo is paying a full market rate of rent, and asMuning 
there is no combination of all owner.s nffoclcd to act jointly. 'Usually such 
joint action would bo impossible, because the interest of suburban ownens 
would bo largely opposed to those of ceulral owners. 

In jiractico, tiic tax might bo collected most conveniently from the 
loasebold occupier, who would be entitled to deduct tbo whole or a porlion 
from bis rout. Suppo.so there arc three successive lcaso-lioldor.s, the .second 
and tb rd each boliliiig frr,m tbo pieceding one. UeL A be the owner, and 15. 
C, D tlie successive lessees; and lot the estimated auiiunl value of the site 
bo Its. COO per aiiiium. Suppose B pay.s B.s. 120 under an old lease; C pay.s 
Bs. .‘520 to B, and D jmy.s Its. .500 to G. Tlioii I> cnjoy.s ll.s. 100 of tbo 
annual value, C Rs. IHO. B Rs. 200, and A Rs. 120. Tbo whole tax will 
bo collected from D, but tbo share of the tax each can collect from the next 
must bo fixed by the assessor in proportion to their interests. 

As indicated in section 1, all rents and laud taxc.s pnyahlo to Government 
or any public authority sliould bo treated ns ground-rents on the above 
principle. If Government, or an Imjirovement Trust, already collects the 
lull annual value of the unimproved site ns ground-rent, there Will obviously 
bo no tax payable. 1 tliinlc nil c.ases can bo mot on this principle. If the 
owner or lessee can pay, mortgage interc.st should bo left free of the lax. 

Q. 15. — The charges for irrigation water Iiave in mo.st cases not been 
raised liy an amount corrcspoudiug with the ri.so of the judeos of agricultural 
, produce, owing to siroiig pultlic feeling against raising the water-rates. 
The charges are much lower limn they might bo on most of the large canals. 
There seems to mo to bo no objection to making a reasonable profit above 
working expenses and intorost; but in reality there' is not much margin on 
most canals, or would not bo, if a sinking fund were being aceumulaiod 
as it ought to bo. 'riio idea that Iho canals will last for over is erroneous. 
Considerable reconstructions will bo iicccssarj' within fifty years on some 
canals to got over diflicullios cau.sed by the deiiosit of silt. 

The land revenue is increased for lauds walercd by a canal ; aud the 
iuorcaso is regarded as indirect rovonuo of tbc Irrigation Doimrtmcnt. I 
think it is preferable to eliargc a water rate to cover expenses, interest aud 
sinking fund, and to take liic jirofit as tbo inerensod land rovomie -whicli 
should help to cover the inerea.scd cost of other public services — improved 
communications, especially roads, and higher cost of administration and 
education, owing to denser population and higher standard of living. 

Q. 16. — The increase of land revenue already taken is a kind of bollor- 
meivL tax. Wliotbor it is suincicnt is a question needing investigation. 1 
tliiiik perlmps not. In tlie Lower Chonab and other Punjab Colonies the land 
rovonuo is still much too low. The Government of India’s rule about 
enhancomont not exceeding 33 per cent on the average of a district ought 
not to apply in tlio Canal Colonies. The maximum for the sottlomcnt period 
should be 100 per cent, with 10 per cent ns the maximum from year to year. 

Q. 17. — ^‘fhe rent of any occupancy or fixed-rate Icnant .should bo raised 
by the addition of tlio whole increase of land revenue to bis rent. This would 
leave tbo landlord in the same position as before. A slightly larger increase 
of rent, not exceeding an increase in the same proportion as "the land rovenno 
is increased, would seem to bo nob unfair at least in case.s wlioro tbo increase 
of land revomio is justified by an increased annual value of the land due- 
either to general public improvement of the district or to a rise of 
agricultural prices. 



87 


Q, 19. — If the said taxes l)e imposed on the general public or a large class 
of them, they should bo included irith the general taxes in calculating the 
general incidence,' A case in point is the tax on outgoing passengers from 
Itangoon by sea who pay Its. 2 each which goes to the Rangoon Development 
Trust. 

Q. 21. — The distinction of certain taxes as optional or voluntary is a 
matter of definition. Obviously if every kind of food be taxed, the tax is 
not voluntaiy. On the other hand, taxes on the consumption of luxurie.s 
clearly are voluntary. Detween these thci-e is every stage of voluntaries. 

Q 9 Q_ — ( 1 ) Like so many controversies in economics, the question 
whether land revenue is a tax or a rent is a matter of definition of terms. 
The characteristics of a tax are; (1) The Government, with, or without 
legislative authority, declares the rate of the tax, which is levied on all 
pel-sons, or other basis, in similar cix-cumstanccs at the same rate. (2) The 
i-ate has reference to an ‘assessment according to value or measure. For 
instanVo, in customs duties, the tariff valuation is the assessment, or. the 
weight or number of articles in the consigiunent : for income-tax the total 
income is assessed. A rent, on the other hand, is a simple contract to pay 
a certain sum jicr mensem or per annum in respect of certain piece of land, 
or land and buildings. In the settlement of land revenue there is no rate 
of lax declared by Government, to be based on an assessment made by the 
Settlement Officer. That procedure 's fcllowcd by munici])alities for house 
tax; but the Settlement Officer proceeds directly to fix the Iand_ revenue 
payable in respect of a certain holding or of each field. His enquiries into 
eho rental value of tlio laud are undertaken merely as a guide in fixing the 
revenue. The circle rates are not assessments of annual value, hut the actual 
i-ates of revenue pc.yable. The Sett'ement Ofiicer follows, therefore, the 
practice of a good landlord, who fixes his rents, not at the maximum he can 
screw out of his tenants, but according to the relative fertility and other 
advantages of his various fields. 

I can see no distinction between tomporar.y settlements and leases from 
Government for 30 years. The only distinction of Government from a 
private landlord i.s, that Government purposely keeps the rents far below 
the economic rent, with a view to benefiting the cultivators, or, in the 
TJnited Provinces, partly to support the landlord cla.ss. Administrativel.v. 
therefore, land revenue is a rent; and from tlie point of view of economic 
theory it may bo said to bo cither rent or tax. There is no economic differ- 
ence between a land tax and a system of Government rents, when both are 
settled in the same iiianncr. Doth arc payable out of the economic rent, and 
cannot for long exceed it. 

(2) Standard ol Uvino of the agrhuUvral poimlation . — It is vital to 
have a correct appreci.-ition of the I'ole pla 3 ’ed by the standard of living of 
the cultivating pojxulation in all questions of rural economics, including land 
revenue. The .standai-d of living of a class of people means the manner of 
life to_ which the.y have become habituated, involving a certain rate of con- 
sumption of goods and services per head. The standard of living does not 
rapidly change. It is raised xnainh- bj' education and travel. Once the 
standard of living has bccoinc fairlj- high, great resistance is offered to its 
reduction; and people^ combine into unions, endure long strikes, or migrate, 
rather than suffer a diminution of their standard of living. A high standard 
of living tends to postpone the age oi marriage, and may lead to the practice 
of birth control. Carr Saunders has shown how vorj’ manj’ tribes of primi- 
tive people have for ages protected their standard of living by infanticide 
and various customs tending to restrict the growth of population. On the 
other hand, the populations of the great plains do not restrict the growth 
of popul.atjon. I would suggest that possibl.y the reason is that great 
fertile plains can support an empire on the economic rent; bxit a dense 
population is necessar.v to .supplj- the militarj' power necessary to retain it 
against aggressors. Hence from the earliest ages the priestly caste depending 
on royal favour have placed their ban on all practices loadingto restrict gro-wth 
of population, and have even encouraged exercise of the procreative instinct. 
Hence the low .standard of living in the most fertile parts of India. It can 
only bo raised bj- rapid economic development. So long as the standard of 
living remains low,_ population will alwaj'S increase as fast as the means of 
subsistence; and this vicious circle prevents the standard of living from being 
raised. 

Q. 97. — (3) Prosperity of the cidtivator . — The connection between the 
economic position of the cultivator and the land revenue demand is a subject 
full of pitfalls, and on wliich many popular misconceptions are current. 
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Apart from archaic forms of village tenure, there are tvo principal types 
of land tenure to •which Government has committed itself — zamindari and 
raiyatwari. The theory of raiyatwnri is that every cuirivator (i.e., actual 
farmer) holds dijectiy fiom Govornmcnt. so that every payer of land revenue 
should bo a cultivator. Obviously in this case, so long as this remams true, 
all the land revenue which Government foregoes will be enjoyed by the 
cultivators as a class, if the gross money value of their outturn is unchanged. 

In reality two things would happen — ^tho gross outturn would decrease, and 
the population would increase, distributing the advantage foregone by 
Government between additional leisure to the cultivator and the survival 
(in the district) of an increased proportion of his children. This requires 
further elucidation . 

Let us suppose the land revenue wore to be reduced to half. The culti- 
vators having a low standard of living, the majority of them would slaclcen 
their efforts at cultivation, becau.se the foregoing' of some labour gives them 
more satisfaction than an increase of income. The area under commercial 
crops especially would decline somewhat, and the cultivators would enjoy 
more leisure. On the other hand, the raising of the revenue demand would 
force people to work harder, and jiroduce a larger gross outturn, if they 
wore to live. The prosperity of the country ns a whole is largely dependent 
on the outturn of its primarj’ industries, of which agriculture is the greatest. 
Hence it has been hold that a high land revenue demand (or a high level of 
rents) is good for a country as a whole, by forcing more from the land, 
and putting more wealth into ciix-ulation a!ul increasing trade. fn 
reality, bearing in mind that J am speaking of pure rniyatwari tenure, other 
classes would benefit at the expense of agriculturalists, whose standard of 
living would be .slightly reduced, unle.ss at tlio same time_ the methods of 
agriculture were improved, and more capital invested. It is true, however, 
that an increase of land revenue would benefit the country by putting more 
wealth into circulation. 

On the other hand if all Lonuro wore zamindari, the increase or decrease 
of land revenue would theorcticallj’ haie no effect wliatovor on the cultivator. 
Theoretically, the landlord always takes the full economic rent from his 
tenants, out of which ho pays the land revenues. If the latter bo increased, 
he has so much the less loft for himself, and vice versa; for lie cannot got 
more than the economic rent from the cultivators. So runs the thoor3’; but 
in practice the last .statement is not quite true, jn at least three conditions. 
(1) Assuming all the tenants to bo tenants at will, there are some landlords 
who do not rackrent their tenants, acltial rents being distinctly below 
economic rents. In this case an increase of the land revenue would be an 
incentive to landlords to raise rents bj' at lea.st the same amount, or to the 
full economic rent, if loss. At times, especiallj’ during a period of rising 
prices, actual rents ma.v he decidedly below economic rents. (2) It is possible 
for actual rents to bo above econoinic rents (timjiorarUn (a) when i)ricos of 
agricultural produce are falling, (b) in a congested district where the popula- 
tion is still growing rapidly, and where a tacit coinbination of landlords 
has led them all to force up rents, thus graduallj- using up the capital of 
their tenants and deteriorating their phj-siquo, and disintegrating the 
agricultural and social s.vstom. (.3) Actual rents maj'- ho permanently above 
economic rents in the case of individual holders who have a sentimental 
attachment to their land and village, and, rather than migi-ate pay an 
impossibl.v high rent, largel.v out of remittances from their sons working in 
industrial centres or abroad. Whilst in particular tracts or at particular 
times these cases maj’ be of imijortance it ma.v bo said gonorallj’ that the 
incidence of the land revenue is on the landlord and that changes in it will > 
have no effect on tenants at will. In the case of occupanc.v and leasehold 
tenants (as in Oudh), the amount of an.y increase of land revenue which is 
transferred to the tenant is decided either hj- the Settlement Officer or bj' 
the revenue court. 

So far, I have discussed only pure rnijmtwari and pure zamindari 
tenures; and the actual state of affairs is that these do not prevail to the 
extent wlrch is usually supposed. Pure rai.yatwnri is only to he found (a) "hi 
fertile tracts, mainl.y hill countries, or ai'eas of precarious rainfall, (b) in 
newl.y settled areas, where the present holders or their fathers took up waste 
land direct from Government (or in Burma "squatted”) and brought it under 
cultivation. In all fertile tracts raij’atwari is in various stages of passing 
into zamindari. This happens (a) by a few thriftj' cultivators saving up 
and buying out their poor neighbours after a bad season, and so gradually 
amassing enough land, first to lot some to a tenant, and finally to live 
ontirelj' on rents; (b) when monoj’-lenders foreclose, and, in spite of laws 
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about landholders being required to be cultivators, acquire and keep con- 
siderable landed property; (c) by merdiants and lawyers buying up holdings 
as an investment. In the last two cases, in order to comply with the letter 
of the law, the owner perhaps works a small portion of his estate on his own 
account by hired labour, visiting it once a year or so. 

It appears to me that in course of time all land in fertile areas is likely 
to fall into the hands of landlords. I do not mean literally “all”, but 80 or 
90 per cent of it. Legislation cannot entirely stop this tendency. The only 
thing which can stop this is the growth of tlyifty habits and a knowledge of 
improved methods of cultivation amongst the peasants turned to advaiitage 
by co-operative organization b 3 ' credit societies combined with purchase and 
sales societies, insurance societies, and so forth — a movement of the people 
to help themselves as in Denmark. 

On the other hand, pure zamindari tenure, which is characterized bj' 
there being only one intermediary between the Government and the culti- 
vators, often tends to degenerate through letting to thikadars, who are 
ustiall.v lessees of the whole or of large portions of the estate, and themselves 
sublet to the cultivators, subject of course to the landlord’s^ obligations. 
There may, indeed, be several of such intermediaries, each holding from the 
last. The system is one which should be discountenanced, if not altogether 
prohibited. I would suggest that a perfectly fair method of discouraging 
this practice of farnr'ng out a zamindari would be to enact that a lessee 
shall paj' a special cess to Government of 10 per cent on the land revenue 
in respect of all land which he holds on lease, but does not actuallj’" cultivate 
himself. 

Q. 100. — (4) Exemption or abatement for small holdings . — Wliat would 
be the results if land revenue were to be graduated like income-tax, small 
holders receiving an abatement, and the smallest perhaps total exemption? 
It is easy to see that at least four undesirable results would follow. More- 
over, the advantage would acciue onl.v to true raiyats (cultivators holding 
direct from Government), for we can scarcely contemplate occupancy or 
leasehold tenants obtaining a refund of part of the land revenue paid in 
respect of their holdings. To the true raiyats the advantage would, in most 
cases, be illusory or temporary (not lasting beyond one generation). 

The undesirable results wo\ild probably be as follows : (1) Many of those 

getting abatement or exemption would do less work, and the value of the 
gross mxtturn would be somewhat reduced. (2) There would be an incentive 
to subletting, or if that were prohibited, to taking in a working partner, 
who in' fact would be supposed to do practically all the work. A man of 45 
j^ears, having two or three sons working as labourers in industrial towns, 
could retire and live on his rent plus his sons’ remittances. (3) There would 
be an incentive to subdivision of holdings by sale as well as b.y inheritance. 
By selling half of his holding a man could claim an abatement of the revenue 
on the remainder, and the purchaser would be willing, and probably able, 
to paj’ a higher price than now. He could mortgage the land, however, 
onlj* in the present basis. (4) The most serious objection is that 
abatement or exemption of poor raiyats from revenue woulcj merely encourage 
the grovd,h of population, whilst the standard of living remains so low. A 
larger number of children and relatives could be supi^orted on the income of 
the holding, and in manj- cases doubtless the disagreeable necessity of one 
or other members of the family migrating, whether to agricultural or 
industrial work elsewhere, would no longer operate. 

The question turns largol.y on the standard of living. Whilst this is so 
low, only a few thrift.v and enterprising cultivators would take advantage of 
the abatement to spend the extra income thus available wisely, or to save 
it for repaying debt or use as capital. I think the main result of the policy 
would be that in certain areas there would be in the course of ten or fifteen 
3 'ears a perceptible increase of the density of population. This could only be 
avoided by a policy of rapid economic development and general compulsory 
education of the right kind ; but any province adopting the policy of abate- 
ment would quickly land itself in financial difficulties, and would have no 
money for economic and educational progress. The true policy is to go ahead 
with the economical and educational development, and particularly the 
improvement of agriculture, thus making the small liolders able to pay.tlie 
present revenue much more easily than they can now. 'The administrative 
difficulties, too. would be almost insurmountable. 

VI--12 
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Prof. Stanley Jevons gave oral evidence as follows 

Dr. Jludcr. (J. — Yon say iho iiicicleuco of taxation in the true economic 
sense cannot bo calculated because of the effects of protective cnstoins 
duties. 

A. — was referring to the difTictdties of incidence that arise largely 
from a portion of the tax being .shifted. The amount that is shifted 
depends upon the elasticity of the demand. 

Q. — In anj’ countrj' which puts on import duties the price level becomes 
higher. Would that cause a difficulty? I 

A. — That would create a further difficulty. 

Q. — You say there is an element of tax when Government makes a 
profit from a legal monopoly and from a railway when the not earnings 
exceed the commercial rate of interest on capital outlas'. I suppose you 
calculate the net 3arn.ng.s tins way, gross earnings viinus expenditure. 

A. — ^Yes. 

Q. — The dispute in the central legislature as regards commercial under- 
takings has always been witli regard to this item of the working expenses. 
They say that a Government undertaking is much more expensive than a 
private undertaking and oven calculating the profit as the gross earnings 
iniitns the working expenses much taxation is hidden in the working ex- 
penses. 

A. — It depends upon the definition. J should not say that there is an 
element of taxation simply because the working expenses of a iiuhlic under- 
taking are high. 

Q. — 1 am jiuttiiig the point of licw put forward in the central legisla- 
ture. Whenever the railway budget comes uji wo know the gross earnings 
and wo know the gross working oxpcn.scs also and on the face of it a 
very small sum is left and that is your return. But they say the real 
difficulty lies in the working expenses. Although there is a very small 
commercial return that is left, the extra charges the iicople of the country 
have to pay are hidden in the working expenses. This is the point of these 
people when they discuss the question in the central legislature. 

A. — 1 see the point. It is a matter of definition of what you call 
taxation. I admit the burden is on the people; but it is not an intentional 
moans of raising money. 

The Presidenf. Q. — Y’'ou would, approve of the arrangement entered 
into under which 1 per cent over and above the normal interest on Govern- 
ment paper should bo credited to the Government P 

A. — Up to about 1 ]) 0 r cent T would. 

Q. — It is exactly on the linos of your suggestion. 

A. — ^Yes, I approve of that. 

Q. — ^^’"ou say the profits of exchange in so far as they are not more 
book-keeping entries, are of the nature of an indirect tax on trade and 
consumers of foreign goods. What do you mean by consumers of foreign 
goods ? 

A. — I moan people in India who buy goods that are imported. 

Q. — The profits of exchange arise when exchange goes up? 

A. — ^Mainly that. 

Q. — If exchange goes down, Government must raise more rupees to 
meet the Homo charges? 

A.— Yes. 

Q. — ^TSHion the exchange goes up to a certain figure then it is that the 
Government of India would remit whatever it has to remit by paying a 
smaller number of rupees. It is then ihal the profits of exchange arise. 

A.— Yes. 

Q. — ^That being granted, there is a very important argument which 
has to be answered and it is this. When exchange is pushed up from 
Is. 4d. to Is. 6d., commercial people say that it is a penalty on Indian • 
exports and a bounty on imi^oiLs into India, 

A. — Yes. 
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Q . — yVe shall come to tliat argument later. But if you grant_ this 
that the effect of high exchange is to discourage exports from India to 
foreign countries and to encourage imports, this is rather difficult to recon- 
cile with the stateanent that you iiave made, 

A. — I doubt if we are thinking of the same thing. By profits of ex- 
change, I mean profits which Government makes from time to time by 
remitting at favourable moments. 

Q. — ^The benefit would arise if it is able to remit money at Is, 6d- 
instead of Is id. 

A. — ^Yes. 

Q. — ^Therefore the further argument is that when exchange goes up 
(o Is. 6d. the state of affairs is injurious to the Indian exporter and 
benefits the importer. 

A. — I had in mind a different matter, not the question of the effect 
of exchange as a Avhole. It does not seem to me there is a profit to 
Government in the true sense of the word. I mean the sort of profit made 
by an exchange bank. It is onlj’^ one aspect of the larger question of 
exchange. 

Q. — ^Before I proceed further I should like to know how it is that 
the lU'ofit on exchange is in the nature of an indirect tax on trade and 
consumers of foreign goods. 

A. — ^In making remittances Government always tries to buy at the 
most favourable rate. In that way it makes from time’ to time small 
profits over what it might have made or the rate it would have got if it 
had bought at other times not quite so favourable. It is always on 
the look out to get just the most favourable rate, as the exchange banks 
are. That is what I consider to be the profits on exchange. That is, as a 
business enterprise Government have been making some profits. The sav- 
ing to Government wlien exchange rises from Is. id. to Is. 6(1., I .should 
speak of as a gain by exchange and not ns a profit. India undoubtedly 
gains by exchange when it raises and therefore the burden of Home charge" 
is reduced. 

The Kon’hle Sardar jogendra Singh. Q. — Does it gain in real value? . 

A. — Temporarily it does. 

The President. Q. — ^You think cinchona ought to be sold at or below 
cost price? 

A. — ^I thought it was sold below cost price. 

Q. — It is sold at market rates. 

A. — ^That which is sold for the trade? 

Q. — ^It is not sold for the trade very much. It is sold chiefly for 
Government and municipal hospitals. 

A. — ^I am sorry I was ignorant of its being sold at market rates. 

Q. — If 3 'ou sell it at cost price it Avould upset the private market. 

A. — ^I thought it Avas intended to prevent monopoly or undue profit; 
and in the interests of public health I would advocate it. 

Q. — Do j’OAi advocate a complete Government monopoly? 

A, — Not for cinchona. GoA^ernment should produce it on a large scale 
and sell it at a small price. 

The Hon’hJe Sardar Jogendra Singh. Q. — ^^\Tien exchange is high, is 
there not an item to be Avritten off — loss on customs duties? 

A. — ^Yes, to some extent. 

Dr. Ilyder. Q. — You say that_ the water-rates in most cases have not 
been raised corresponding to > the rise in the value of the agricultural pro- 
duce. Are you thinking of any particular province or of all provinces? 

A. — ^I was thinking mainly of the Punjab and the United Provinces. As 
far as 1 remember, I think they have recently raised the rates in the 
Punjab. 

Q. — Would you base the water-rates on prices? 

A. — ^No, I would not. If you mean by that a frequent fluctuation of 
rates, I certainly AA’ould not. But I think the great rise of prices which 
has taken place in the last 30 years justifies a considerable increase in rates. 
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I'hc Ilov’bh Sardar Jogcndm {jingh. Q. — Could you give a dofiiiitc 
figure as to the reasonable profit and the aiuount of sinking fund to Ite 
provided out of this? 'Would you say 12 per cent? 

A. — I had in mind 1 or 2 per cent, taking the average. There 
must be some exceptionally profitable canals and undoubtedly othei’s 
which do not xiay the intei'csL. 

Q.' — With an additional one jier cent for a sinking fund? 

A. — ^Yes. 

Dr. ITyder. Q. — Should ivc base water-rates on the cost of soiwice or 
the value of service princiiile? 

A. — ^You have to base them on both. I take it that the xirinciplo _ at 
liresent adojitcd in differentiating between different crops is an application 
of the value of service principle." 

Q. — ^You have got to satisfy the iicoplo as regards the necessity. They 
say ffovernment ought not to charge more than what it costs the Govern- 
ment. 

A. — Tt is quite fair to make a small profit in addition to the cost 
of service. But in fixing the rates for particular crojis you must have 
regard to the value. 

The President. — If you take the cost of service as the guiding 
lirinciplo, it means that the best situated land pays the least which is a 
reductio ad ahsurduin. 

Q. — ^IVould you treat each canal separately? 

A. — I would not take different canals separately. 1 would take the 
canals of a province as a whole, and have uniform rate*. 

Q. — ^They would have to pay a profit oven in the most jinfavourablo 
situation ? 

A. — ^IVe must first of all sot aside the unproductive canals which are 
not intended to pay. After that take the average return of the whole of 
the productive works and rates should ho fixed to give a small profit, say, 
of 2 per cent. If you include the unproductive worlcs in the calculation, 
then 1 should say the profit should bo loss, saj' 1 per cent; but ns a matter 
of convenience in accounting it is bettor to keep protective works separate. 

Q. — If you make the less favourably situated works pay their way, 
then the most favourably situated works will he paying most substantial 
profits ? 

A. — Yes. J ihiuk that the li ligation Department is too cautious about 
hew schemes. If tliey barely yield 6 per cent, they will not take up the 
canal. The estimate might show 5 to jier cent. If they took the system 
of averaging they would ho able to extend the canal .system as a whole. 
That is rather an important iioint. T was once told by an irrigation 
officer that the schemes wore turned down if the estimates did not show 
6 per cent return. 

The President. Q. — ^You would have to have periodical revision of 
assessments as a whole, say, quimjuennially, with reference to iirices. 

A. — ^Yes, if there wore a con.sidex'nblc change of prices, or a serious 
error in the estimates. Not otherwise. I think irrig.ation engineers can 
make very correct estimates. They are generally conservative in their esti- 
mates. T think they would not commit any serious mistake. A general 
change of prices is tho basis I have indicated for revising the rates, as the 
working expenses go up. 

Q. — ^You don’t want to revise the rates to balance your budget, so you 
would require to re-examine them periodically? ' 

A. — think rates might be re-examined periodically, say, at an inter- 
val of not less than five years and not more than ton years. A short 
period of revision has tho advantage that the change involved is less. 

The Ilon’hlc Sardar Jog'endra Singh. — ^Thc Irrigation .Commission 
appointed by Lord Curzon went into the question and they distinguished 
between productive and protective works of irrigation. Protective works 
are not supposed to earn anything. IVould you like to observe the distinc- 
tion then introduced? 
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A. — Certainly, b 5 ’ making this distinction you will be able to put yoUr 
financial calculations on a proper basis. Protective works may be debited 
to the Famine Insurance Fund to meet a proportion of the loss. 

Vr. Ilyder. Q. — To sum up, I understand you base water-rate on 
both principles, cost of service and the value of service and then j’ou w'ould 
have for the productive works uniformitj' of rates. 

A. — Yes. 

Q. — Then you vrould hav'e a periodical revision of rates at short periods 
but in no case less than five years, because the change that would thus bo 
effected would mean a smaller readjustment. 

A. — Yes. That amounts to saying generally that I am in favour of the 
present s 5 ’stem with the modification of bringing the rates into conformity 
with prices, and into unifoi-mity as regards different canals. 

The President. Q. — The increase of land revenue already taken is a 
kind of betterment tax? 

A.~Yes, with regard to ii-rigation it is so. 

Q. — Supposing you introduce an irrigation scheme in the middle of 
a settlement? 

A. — I -understand the provinces liave provided for that and that an 
e.xfcra rate is levied, I mean exti-a land revenue. They do not revise land 
revenue, but they do impo.se a kind of cess on land revenue, the technical 
name of which 1 forget at this moment. I think it is owner’s rate, or 
water-advantage rate. 

Q. — ^Take the kladras plan, jou treat it as dry rate plus water-rates. 

A. — ^Yes. So they lose for the time being. 

Q. — In any case hi mak'ng new irrigation works, if you ask the raiyats 
to pay a water-rate of Rs. 10, they won't have it. On the other hand, 
they would be , ready to pay do«u a lump sum plus Rs. 5 water-rate. 

The Kon'hle Sardar Jogendra Singh. Q. — ^You would favour a combined 
ivater-rate and land revenue absorbing a definite proportion? 

A. — No, I thinli the present system is on tiie whole better. 

Q. — That is the present sysccm in ooine parts. 

A. — In saying “present system” I am thinking of the present system 
in the Punjab and United Provinces. 

Sir Percy Thompson. Q. — Yoxi say that you think that the State ought 
to limit its charge of water-rate to such an amount as would enable it to get 
a commercial rate on the money invested. Do you think that is fair? 
After all, the benefits of ivater-rate are given to certain selected people. 
It is not like railway tickets. The benefits are given to selected iieople who 
happen to be within the purview of the particular canal. Supposing by 
putting water on such lands you increase the value of land which was 
previously 60 ruiiees to 150 rupees or more an acre, and now. suppose 
10 rupees is a sufficient charge to enable j-ou to paj^ the commercial interest 
on your capital expended, surely you are selecting given individuals for 
an increase of 90 rupees. Are chej' entitled to it? Why should they have 
that increase? At the moment, subject to the increase of land revenue, 
you are giving to certain selected individuals solely bj’’ your water scheme 
an increment of 90 rupees. Are you not really in the position of a trustee, 
and if yoii have such a trust, are you not bound to charge a full com- 
mercial price for the water? 

A. — ^The object of the plan I suggested,^ i.e., rates to be on a uniform 
basis for all productirm canals so as to bring not more than 2 per cent 
profit above the interest charge on the capital of all the canals was to 
secure an extension of the area irrigated. I admit that, owing to the 
physical nature of the country. Government has to select certain areas for 
irrigation, and leave certain areas unirrigated. In the United Provinces 
and the Punjab, there is a considerable proportion of the total cultivable 
area capable of being watered, and it seems to me that the aim of Govern- 
ment should bo to go on watering as many tracts as possible even though 
there may not be a commercial return ensured on every project. There- 
fore, I suggest that the profit to he made upon the canal system as a 
whole should not bo more than 2 per cent after paying interest. At the 
outset, it may be necessary to estimate even for only 1 per cent profit on 





fclie ^vholo sj'stem, the reason being" that the new canals which may he 
estimated only to pay 5, or oven 4 per cent, should be taken up. If that 
could bo taken and the inhabitants get the benefit of the water in this 
new area, any comniej’cial loss oi r,hat .scheme can be paid out of the profits 
of the other schemes. 

Q. — I don’t dissent from this policy. But cei-tain lands do lend them- 
selves to irrigation. If you limit your charge to a sum which provides a 
bare commercial return . . . ? 

A. — I do not say, hare commercial return on the good canals or on 
the more profitable ones, but I am asking for a bare commercial retuim on 
the canal S 3 'stem as a whole. 

Q. — ^You saj' uniform rates? 

A. — Yes, uniform rates charged for the use "of water. That service is 
provided more cheaplj'^ in the case of certain canals than is possible in the 
other canals. 

Q. — ^Let us take it as one whole sj'stem. You provide by your charge 
a sum to bring in 6 per cent. In point of fact, there are a large number 
of people who are willing to pa 5 ' a far larger sum than you ask them to 
pay because they get a handsome income; why should you give water at a 
cheaper rate? Is it not a fact that you are not treating jmur fund as a trust 
for the whole of the inhabitants properly? But j’ou ask the Selected in- 
habitants who have not had their lands in a favourable position before for 
getting water to paj' at^^a I'ate which makes them realize a greatlj" increased 
income. In this case, are you entitled to give it to them at a cheaper 
rate? 

A. — Undoubtedlj'. Might I say that I am taking into account the 
fact that the rates in very large areas are settlecl and it is not practicable 
to raise them much eircept in pioporLion to prices? If I were laj’ing out 
a complete new irrigation scheme for the whole province de novo, I would 
certainly say that the policy should be to start at a higher level of rates. 

Q. — ^In fact in the Punjab where land belongs to the State, you put 
water on the land and increase its value and then sell by auction and 
realize the full value. '■ 

A. — ^Yes. 

The Son’ hie Sardar Jogendra Singh. Q. — ^If you take the profit and 
loss on the favoured lands which are irrigated and the less favoured ones, 
the benefit is equalized. AVhere there is less rainfall, the cultivation is less, 
shere you bring water and put the lands on the same level as the other 
favourable ones. Take the case of the Punjab and the Central Provinces. 
Both have got the same benefits. You put both on equal footing. There is 
no inequality or betrayal of trust. The community as a whole contributed a 
certain amount of money on which it gets a certain amount of interest. 
Is it entitled to get more than that? 

Sir Percy Thompson. Q. — ^What you say is perfectly true, that some 
lauds are less favoured naturally' than others. That is no reason why 
you should bring that land to the same level as the other ones. No man 
has a right to say' that my land shall be made up to a certain standard at 
the expense of the State. The question is whether the benefit- from the 
value given to the lands, should not be the property of the general tax- 
pay'er. The whole question is whether the individual is favoured more than 
the general tax-imyer. 

A. — Don’t y'ou think that this difference would be largely met by the 
increase of land revenue, which should be increased? If water-rates are 
uniform in different areas and meet the cost, I would assume that the 
benefit to the State arising from irrigation would be by increase of land 
I’evenue. 

Q. — 1 admit it is a palliative. But you will have to remember, roughly 
speaking, that the land revenue is 25 per cent of the rental value. So the 
State gets only 25 per cent of the inci’ement. 

'A. — I see y'our point. 

Dr. Paranjpye. Q. — ^You construct the irrigation canals in parts and 
you would construct the most favourable schemes first, and when you ha%'e 
made a few of the most favourable schemes at that time you may charge 
rates to bring in 2 per cent more than the cost. Now when y'ou are think- 
ing of the more difficult schemes, then they will not bring y'ou this amount. 
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Consequently, you will hare to raise the rates on the old schemes. There- 
fore, public opinion so far as it is interested in the old schemes will be 
against tho making of new schemes. If you charge the public as much as 
you can, there will be no public ojiinion against the new schemes. 

A. — ^You must remember that in the early days of irrigation it was 
not so easy to get the land taken up. Now it is very successful. I have 
seen an area in Bundelkhand where they built a canal and only the culti- 
vators of about 20 per cent of 'the commanded area took water. 

Sir Percy Thompson. Q. — On the question of uniformity of rates. You 
start your canal schemes on the basis of getting your 2 per cent. With 
regard to the old schemes it may be that a rate of Rs. 5 an acre will give 
you this return. Now you are going to extend it to’ another area and decide 
you must charge Rs. 15 an acre, it being less than the commercial value of the 
water. Now Jou have lands which have been bought and sold subject to 
the rate of Rs. 5 and you launch out on your 15 rupees scheme. Is it z’eally 
fair for the sake of uniformity that this five rupees’ man should be dis- 
turbed and should have to paj' 8i or 9 rupees, just because you have 
embarked on another scheme? 

A. — ^I am not suggesting that he should be disturbed. It must remain 
the same except that it must be raised on account of the revision of 
prices. I do not propose that there should be revision of rates in the older 
canals to finance new projects. 

Q. — ^Your five rupees scheme maj' be perfectly paying and your fifteen 
rupees scheme may he perfectly paying and still you levy a rate of Rs. 5 
in one and Rs. 15 in another. 

A. — ^I do not" think cultivators, would take water at Rs. 15 unless it 
was in a veiy favourable situation. 

Q. — My figures might be wrong. Supposing it was Rs. 2^-, then they 
might be quite willing to pay Rs. 8. 

A. — ^Yes, as prices go up. Rs. 2} will be a very low rate. 

Q . — 1 do not mean that these are actual figures. 

A. — It is rather- difficult to deal with hypothetical cases. Taking the 
rates, generally speaking, I do not think there can be mucli increase. 
There might be to some extent, and certainly I would not advocate increas- 
ing the present rates in order to finance the schemes which get less than 
6 per cent at the existing rates. I should not be in favour of setting 
out to build a canal proposing higher rates, unless there was a proved 
demand from the cultivators of the area. If they by some means could be 
induced to enter into contracts to pay higher rates, it is all right. 

Q. — ^It has happened in several pi-ovinces. 

A. — Then, of course, it becomes a business proposition. 

Q. — ^Hrat it comes to is this. You have uniform rates except where 
the cost of construction demands and the benefit conferred admits of a 
higher rate. 

A. — 1 certainly think that there should be uniformity of rates over the 
main system. If there are certain areas where all the cultivators are 
anxious to have water and agree to pay higher rates, let the canals be 
constyucted under those circumstances. For instance, there are pumping 
operations from the rivers. It is very desirable that they should be under- 
taken and Rs. 15 might be charged for these. The question is whether all 
the rates^ are to be uniform or whether they are to vary with the cost of 
construction. 

I -am thinking of the same sort of principle on which' we regulate 
railway rates. There is some sort of uniformity. There are some special 
projects which requiim special rates. For example, there is a railwaj^ in 
the Shan States wliero they charge double the ordinary rates, because they 

are hilly tracts and the railway' was very costly. 

» 

Q. — The difference is tliat anyone can go b3' train, but it is not any- 
one who can have land on an irrigation system. 

A. — ^We are arguing to some extent on different assumptions. I have 
in mind the existing situation in India and what has been adopted in the 
past, and not what might bo adopted in future or in any European country. 
The conditions here are not like the colonies. 
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Dr. Uydcr. Q. — ^Wlien tbo landlords surrender tliree-fourths of their 
lauds to' Goveriiinent, and over and above this they have to pay land 
revenue, ivater-i-ate, etc., ivhicb can be varied every five yoaj-s, according to 
the rise in in-ices, do you think it is a fair and equitable scheme? 

A . — 1 should like to make it clear that it seems to me. that for admini- 
strative c'onvenienco and to avoid constant grumblings hotfreen the cultiva- 
tors on different canals, it i.s more feasible to have uniform rates over the- 
main canal sj'stem, and that the differences due to the fertility of the land, 
etc., can, properly speaking, he made ui^ by charges in the nature of 
addition.al revenue. Tf it apiiears that thero is going to ho a loss rather 
than profit and the landlords can bo induced to make a capital payment 
in advance for inclusion, I ivould try to keep the water-rate the same, as in 
other areas. 

The Prcsklcnt. Q. — Can j’ou tell us something about the capitation 
tax? 

A. — On the whole, T approve of the priuci])lcs laid down by the Com- 
mittee of the American National Tax Association which are jirinted at the 
end of your annexure. _ f consider that the American idea of making 
every citizen pay something directly to the State is not at all a bad plan 
If it is administratively possible, I think it is a good plan. I see difli 
culties in parts of India at any rate; hut I certainly would like to say 

that if there is to ho a capitation tax, in my opinion it .should he levied 

on every male inhabitant over a certain ago and thero should ho no exemp- 
tions. At present it seems to mo wholly illogical that the inhahitante of 
some six towns in llurnia should go free of capitation tax, thero being 
levied a land rate which is supposed to be in lieu of it, but as a matter of 
fact, is paid by different people in quite a different way', and not by every- 
body’ making a direct payment to Government. Further, it seems to me 

somewhat curious that whilst an unmarried man in Burma only pays 
Rs. 2-8-0, a married man has to pay double that rate, though not for the 
first year. 

Dr. HyeJer. Q. — I was going to ask y’ou whether you do not think il. 
is an anomaly in Burma that if a Burman goes into Government service as, 
say, a military policemaii or chowkidar, he is exempt from the capitation 
tax, hut if he takes '-orvice in a commercial firm he has to pay it. Thero 
is discrimuiation bet’ioen those classes of labour. 

» 

A. — ^Yes, I think it is most unfair. I should say that if a capitation 
tax is levied at all, it should bo paid by’ every’ male inhabitant, whether 
ho is paying income-tax or not, including a priest. 

May I draw your attention to the very' interesting table I find in the 
“Digest of State Laws relating to taxation and revenue, 1922,” indicating 
how very’ widely’ the capitation tax is u.sod in the American States and the 
interesting provision they have that persons who cannot pay the tax may 
do a certain number of days’ labour for the State in place of paying the 
tax ? ■ . 

Q. — ^But that exists, I believe, i’.i Burma. People are called upon to 
undertake labour without receiving any payment. 

A. — I think that is quite separate from the capitation tax. It is an 
alternative in America. It is rather a primitive condition of things that 
it should be made com]>ulsory’ in addition. I would like to say’ that it would 
he very’ iiseful if the proceeds of the capitation tax could be assigned for 
local purposes, e.g., improving the roads, building new roads, etc. 

The President. Q. — Don’t you .approve the. provision made in the 
Local Self-Government Act under which any’ local body can cancel the ' 
capitation tax by imposing a tax on cii’cumstances and property? - 

A. — 1 do not approve of that. If the capitation tax is adopted at all, 

I think it should exist as a perfectly uniform tax throughout a whole 
province for all pei’sons. 

Dr. Kyder. Q. — ^You say the rate should he the same for all persons, 
rich or poor? 

A. — ^Yes; the rich should pay it although they’ also pay income-tax. 

Sir Percy Thompson. Q. — ^^Vonld you give your views genei-ally on the 
Indian income-tax system and make any’ suggestions y’ou can to improve 
the system or alter it? 
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A— I do not think I have any suggestions for the improvement of 
fcho existing system with its present scope. 

Q, — ^])o you think that the present system of graduation is 
would you prefer a system of graduation based on the English model? 

A —On the whole, I think the present system is simpler to understand. 

Q. — The English system is lery simple. 

A. — T doubt if it would be easily understood here. 

Q. — ^Tt is simple in this way: the first £225 are exempt, the next 
£250 pays half rate, and the rest pays at full rate. The argument has 
been used that under the Indian s 3 'stem you do not have any part of j'our 
income free. 

A. — ^Different countries have , adopted different methods ; the method of 
graduation adopted in India has been adopted in several other countries. 

Q. — ^It is this .system which was in force in_ England up to 1920, Do 
.you think that there ought to he any differentiation in favour of earned 
incomes against unearned incomes? 

A. — I think the time is hardly ripe for it yet in India. _ Certainly, 
if anj’ increase in tlie rate of income-tax is necessaiy, I think it should he 
only on unearned income; hut the present rates are quite high enough. 

Q. — ^Is it not also broadly true that there is not very much unearned 
income which is liable to tax, save in the case of very rich people whom you 
can get at bj' an augmentation of the rate, if necessaiy? 

A.*— It is nothing like so large as in highly developed countries. 

Q. — Isn’t another leason that it would he an anomaly' to put a differen- 
tial r.ate on unearned income when the largest item of unearned income, 
viz., rent from land, is, not taxed at all? 

A. — ^Yes, I agree with you. 

Q. — ^You would favour the English system of giving allowances for 
wives and children? 

A. — ^I am rather in favour of it, biit I think it is administratively 
difficult at present. I think the main object .should be to facilitate the 
working of the Act as far as possible. It is a difficult tax to work. 

Q. — Isn’t it true that in a countiy like England you have quite a 
large number of single men earning incomes? 

A. — Yes;- in India it is mainly a quest on of the number of dependants. 

Q. — I think it would be impossible to make allowances for dependants 
That would be opening up a verj’ big avenue for fraud. 

A.— Yes. 

Q. — ^Do- 3 'ou think on general principles there is any case for tTie exemp- 
tion of .agricultural incomes from income-tax? 

A. — ^It is rather difficult to say. The exemption is traditional in India. 
It is possible that incomes of some magnitude derived from agricultural 
lands or town lands should be subject to income-tax. I think it would be 
administratively veiy difficult to applj' income-tax to small landlords, but 
it is well worth considering whether income-tax should not be imposed on all 
landlords Avho got profits exceeding Es. 20,000 per annum. 

Q. — ^Wouldnjt it be very difficult to have one exemption limit- for 
agriculturists and another for the others? 

A. — ^It seems unfair in a sense, but it is not more unfair than the 
present s.vstem, and it might turn _ out to be a first step in the direction 
of , bi-inging a more logical sj-.stem into force. 

Q. — As regards bringing it fully into force, I take it that in your 
view the game is woith the candle. 

A. — We have to consider whether it is administratively possible, what 
the cost of collection would be and what the yield from the tax is likely to 
be. 

Q- — were told that in the Punjab, where there are 3i million culti- 
vators, qnl.v about 2, .300 pay laud revenue in excess of Es. 500 a jmar, 
and taking it that an^diody pajdug a land revenue of less than Bs. 500 
would not earn a taxable income, j'oit only have 2, .300 people there who 
would pa.v income-tax, 

YI-13 
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A. — tliink tlie estimate of roveiuie given bj' Sliab and Kliambata 
quoted in Q. 39 is grossly excessive. T do not think you would got 
more than 2 or 3 crores at the outside for the wliole of India. Obviously, 
the United Provinces, Bihar and Ori.ssa and Bengal would contribute most, 
and Madras a little. J am not enthusiastic about it at present; I consider 
it is a little i^remature to take up this question, but unless some other 
system is found for raising more revenue from agricultural areas, it ought 
seriously to be considered. I have thought over the question whether a 
kind ,of surtax on land revenue, say, I anna or 1 anna in the rupee, 
cannot be levied on landlords ■'])osscssing very large estates and paying _n 
large amount of land revenue. That would be ca.sy to assess, but the main 
obioction to it is that the actual proportion of the- land revomie to the 
gro.ss rental plus any other receipts varies so much, and it would hot be 
fair to base it on the land revenue actually paid at the present time. 

The President. Q . — In your article “the Finance of Economic Develop- 
ment” which you contributed to the Tiulian Journal of Economics in Novem- 
ber 1919, you have suggested four ways of raising more revenue: 

(1) In Bengal, Bihar and Orissa, and Sladras, revision of the per- 
manent settlement i)y direct or indirect means with the consent of a 
popularly elected Legislative Council in each province; and taxation of 
mineral royalties. 

(2) In Bombay, Agra and Oudh, and temporarily-settled parts of 
INfadras, by a cess of ,30 per cent on the land revenue, but .subject to 
reduction if the total of land rovenuo phis cesses exceeds 50 per cent of 
the assets at the time. 

(.3) In the Punjab by the sale of colony lands to settlers on deferred 
payment sy.stem at the apiiroximate market value (Bs. 100 to Bs. 400 per 
acre) instead of at the nominal figure of Bs. 12-8-0 per acre. If in the past 
land had boon sold at a figure more ncarlv corresponding with its market 
value, a very largo amount of capital would have been available for develop- 
ing the colonies with metalled roads and light railways. The communications 
are at present quite inadequate. 

(4) In all growing cities and urban areas throughout ' India, land 
values are rising rapidlv, and either the income from urban land, or the 
increment of_markct value, should be taxed. 

Do you still adhere to these four methods? 

A. — On the whole, T would still adhere to these, except that the revision 
of the permanent settlement proposed in (1) is not practicable for some 
20 or 30 years more, and that T Mould modifv the figure in (2). A cess 
of 30 per cent on land rovenuo is rather high, but T certainly have in ^dew 
the possibility of somehow obtaining more revenue from agri- 
CTiltnral districts. "iVliotbcr it bo by surtax or income-tax, it must bo 
credited to provincial funds', because more money is very badly needed for 
puri)osos of development in the rural areas. Any more money raised in tbo_ 
rural areas sbould undoubtedly bo spent in the rural areas themselves.' 
T M'ould raise money for local needs, but T do not mean that it should 
necessarily bo done through District Boards. . 

O-y-Yon mention that 400 crores of rupees could well bo spent on 
irrigation. 

A. — ^Yes, enormous sums are required to thoroughly develop the country. 
It does seem to mo that throughout India', and particularly Burma, more 
roads are a pressing necessity. It might bo that you could got this 
additional revonuo for thejirovincos by evening up the land rovonuo. There 
is no doubt that there are considerable variations in the incidonco of land 
rovenuo as compared uith the total receipts from land, eitlior the cultiva- 
toi's' not assets or tho landlords’ routs; and 1 am inclined to think that 
the que.stion .should be considered as to M-hethor temporary settlements should 
continue to be so definite as they arc (as excluding an increase of rovenuo 
within the period of 20 or 30 year.s) or M-hothor power ought not to lie 
taken for _ reconsidering all cases after five years, so as to make limited 
increases in cases of spccialls’ low assessment. 

The Jlon'hlc Sarclar Jogendra Sh\gJi. Q. — Can you give us a rough 
general idea as to hou' the burden of taxes is di.stributod among the differ- 
ent classes of the poinilation between rural and urban .areas? "" 

A. — ^Th.at is a question T should like to have' notice about. 



Q. — 111 your note you liavo defined land revenue as rent. Is it rout or 
a tax? 

A. — They amount to the same thing. 

Q. — ^T\'^hat does revenue mean ; does it include all kinds of direct and 
indirect taxes.? 

A. — Bj' land revenue, I mean only ivliat is assessed by the settlement 
officer. 

Q. — Jn ancient times, did revenue mean a tax? 

A. — The term is apiilied to all reeeijits of Government. 

Q. — ^As such it ivas used bj' the people loosel 3 ^ 

A. — Yes, but wo now distinguish it bj’ saying that land revenue refers 
definitely to receiiits from land. 

Q. — ^^Vas not the principle of iloghul taxation accepted by Warren 
Hastings, Sir Thomas Munro and others when they spoke of land revenue 
as a tax? 

A. — think the ideas at those times were in the direction of regarding 
land revenue as heing preferablj’ a tax to be administered somewhat simi- 
larly' to the English land tax. If I maj' make mj' meaning clearer, 1 think wo 
might divide all revenue under three heads. Leaving out the profits of com- 
mercial services, we have taxes on iiersoual incomes (e.g., income-tax and 
capitation tax), consumption taxes (customs dutj’ and excise), and finallj' 
receipts from lands. 1 particularly say receipts from lands, so that I may 
include Government rentals as well as land revenue. To my mind they 
are the same thing in an economic sense. If you like to turn the present 
land revenue into a tax, that can be done administrativelj'. It is onlj' 
necessary' to determine the annual value of the land and the Legislative 
Council would, from time to time, declare a rate at which land revenue 
(or land tax as it would then be) would be collected on assessments made 
by’ the settlement officer; and that rate might be varied from y'ear to y'ear. 

Q. — In what respect do the canons of land revenue and modern taxation 
differ? Do you recognize any canons of land revenue? 

A. — ^It seems to me that some of the canons of taxation apply, but they 
would apply equally to landlords administering their estates. 

Q. — In the case of laud revenue, the income of the landlord is definite 
and tliere is a fixed rent paid as a tax, viz., 50 per cent. 

A. — think, if I remember rightly, that the Government of, India 
llesolution of 1902 laid it down that it does not ordinarily exceed 45 per cent. 
In practice, the amount is somewhere about 33 per cent on the average. 

The President. — ^There is a considerable distinction between the 
Legislature declaring a rate which is lo be applied to a valuation and an 
assessment by a Sett'eraent Officer of a figure which is limited to a maxinium. 

The Son’lle Sardar Jogendra Singh. Q. — In what respects are the 
canons of taxation applied in the matter of land revenue? Is 'ability to 
liay’ taken into account? 

A. — ^Yes, it is taken into account. 

The President. Q. — ^Is ‘ability to pay’ taken jito account? 

A. — ^With nornial cultivation, the ability' should be proportioned to the 
fertility of the soil and the area cultivated. 

Q. — Hasn’t the richer man a larger ability? 

A. — ^Yes; if y'ou are considering large incomes, there is the principle 
of the surtax. 

Q. — Is ‘proijortion of the income enjoy'cd’ taken into account? 

A. — We go back a little oh Adam Smith to Manu’s law in recognizing 
that it should be a bit more than proportional. 

Q. — ^Land revenue has always been regarded as a land tax. Supposing 
you alter it now and say' land revenue is something different and not a 
tax, how would y'ou alter the system of land tax? 

Sir Pcrcij Thnn-pson. — Nnn consfai that you have to alter it. You 
think you would alter it because you consider it a tax; I do not think 
I would alter it, because I do not considei it to be a tax. 


The ILon'hle Bardar Jorjcndra Singh. Q. — 1 clo nob waiib to know wliat 
others consider ahoiil il, l)ut i want j-our opinion. 

A. — i liavo stated deiinitelj’’ in my written statement that I regard it as 
administratively a rent and not as a tax. 

Q. — Now, is not tlic income oi the landlord coini)osite? Jt represents 
intcre.st on ca 2 )ital, wages of services rendered, etc. Even the taxes he pays, 
won’t he classify into land revenue, local cess, customs duty and other 
indirect taxes? 

A. — Certainly; the ordinary landlord pays these. 

Q. — ^Having established the system — taking into consideration that tho 
land revenue system has worked so well so long — do you think that 1.hc 
wholesale application of western ideas, theories, rates and methods, without 
a clear appreciation ot the local conditions, that is, a study of effects of 
innumerable unobservable causes, expedient or wise? 

A. — No; I do not. Personallj', J should never suggest it. 

Q. — Do you think this Committee would bo justified in considering 
certain asiiects of tho land revenue question without considering the whole 
question, without considering others no less important, singling out' a 
single aspect — nor tho most iiniiortant — among , a thousand and then jiro- 
claiming this asiiect as tho whole problem? 

A. — I am afraid I cannot answer tliat question. 

Q. — It is also said that land rcvoimc is no more a tax, ’because iicoplo 
buying land take the payment into account. A man buying land takes 
into consideration that he has got to paj’ land revenue and pays a certain 
price accordingly. I'hon what about Dalton’s verdict that a tax is not in 
this way killed? 

A. — If you want my opinion, 1 will furnish you with it after seeing 
his hook. 

Tho Maharajudhiraja Bahadur of Burdwaii. Q. — I take it that 3 ’ou 
consider that a man who does not cultivate himself has no business to ho 
on the land. 

A. — I would not go so far as that. J think that tho landlord exorcises 
a very useful function in sociotj', provided ho does exercise tho proper 
functions of a landlord. 1 regard, for example, tho position which tho 
English landlords have occuiiied in the agricultural sj’stem as very important. 

Q.-^eading j’our note I came to the conclusion — iiorhaps orroneouslj’ — 
that because he does not cultivate tho land himself therefore ho should be 
penalised. 

A. — I refer to tho middlemen landlords, that is, those who intervene 
between the cultivator and the government. 

Q. — Vorj' often the big zamindar is '^practicallj' in tho jiosition of a 
collecting agent. Is it what j-ou mean? Whatever ho gets, ho iiays a 
certain xiorcentage to tho Govoi-nmont and himself , takes tho rest. But 
his interest in the land is that ho collects this money, paj’s land I'cvonuo 
and keeps the rest as his income. If that bo j'our view regarding tho 
middlemen, would it not apply also to the 'bigger landlords? 

A. — Not where the landlord collects rents direct from tho cultivators. 

Q. — The mnjoritj' of the bigger landlords in Bengal in the permanently- 
settled area, hold a position something like that of the middlemen, 'riiere- 
foro, I take it that from your iioint of view, tho men holding that position 
should also be penalised. 

A. — 1 do not suggest that. 

Q. — Coming to iiractical iiolitics, it is impossible when j’ou have so 
many iiermanont tenures created bj' law. It u'ould mean breaking uxi tho 
whole x^ermanent settlement. 

A. — I was not sxieaking of tho x^ormuncntlj’-settlcd areas. There jmu 
obviously have a sxiecial case. 

Dr. Tlydcr. Q. — should like to understand your argument with regard 
to the remission of land revenue and tho consequences that will follow such 
a remission. You saj’ that the peoxilo might x^i'obablj' prefer leisure to 
work. 1 should like to know wlij' that would come about. 



A. — ^Thab ib mj- judgment of what I call the average cultivator. Jt 
apj^jlieb perhaps to the majority, though not -to all. Some may bo cnlor- 
pribing. 

The VreskJeni. Q. — It has been the case in different parts of India 
that when a man finds he can live on the proceeds of rent, ho ceases to 
cultivate. 

A. — ^Undoubtedly, it is a common occurrence. When he gets lent, the 
average man does not do so much work. 

Dr. Hyder. Q. — If I understand yon correctly, you incline to the view 
that the gross agricultural production would be reduced because people 
would, in general, prefer leisure lo work. 

A. — Somewhat slightly reduced — ^Jiot very much. 

Q. — AVould that result come about in European countries? 

A. — ^Probably it would in Russia and Spain but not in northern countries 
^ where the standard of living is higher. 

Q. — And that is due chiefij' to the fact that the standard of living 
is high — not on account of the psychology of the southern countries i 

A. — Partly that and partly climatic reasons. 

Q. — But that non Id not apply to India, for instance, the Punjab. 

I'here will not be anj’ tendencj' to a reduction in the total gross ijroduce. 
Is’ ow there are two points : one is that he becomes a rent-receiver and tho 
other is that there maj' be a tendency for the gross produce to diminish. 
You think that conies about because we are southern people? 

A. — I say that that' is the tendency with all populations which have 
not been educated or educated tliemseh'es to desire progress and to iiractise 
thrift and co-operation. Take the case of Denmark. The condition ol tho 
peasants in the middle of the 19th century was one of complete apathy. 
Now there 'has been a remarkable transformation as a result of education, 
and the introduction' of democratic Government. 

Q. — If you introduce those factors which have been in operation for 
, sometime in Denmark, would you think that the same consequences would 
result here ? 

A. — Undoubtedly. I think I indicated that somewhere in my answer. 
But it is going to be difficult, and the immediate effect of the changes 
would be as I suggested hero. 

The Vresideni. Q. — You think that the raising of the land revenue 
would be good for the country? 

A. — Yes, for the country as a whole but not necessarily for the good 
of tho individual cultivator. 

Q. — Raising it out of the land? 

A. — ^Yes; I still think that is tho biggest source of taxation — ^urban 
lands and agricultural lands is where the majority of the increased revenue 
must come from, 

Q. — ^May I take the last portion of your note dealing with the taxation 
of urban lands? Your scheme is that whatever Government burdens there 
are, should bo converted straightaway into ground rent. Then you would 
introduce a scheme of taxation on the increment. 

A. — No ; it is not exactly that. It is a taxation of all value of sites less 
the improvements, not only the increments. 

Sir Ferejj Thoiiijpson. Q.-yDo jmu think it is really possible in a 
country like India to get at the unimpioved value of the land? Because 
^ we made an attempt in 19C9 — 14 in England and we failed. 

A. — ^It may be that the failure was due to the fact that it was rather a 
complicated matter in England. They tried there to fix the basis in a 
certain year and measure the increment value in a certain number of 
years. 

Q. — The greatest difficulty was to find the unimproved value of all 
the land in England. You will have to_ do that hei-e in regard to towji 
land. We failed dismally in England with regard to town land in spite 
of the fact that we had a large staff of valuers whose business it was to 
deal with the value of the land and' the difficulty was not in finding the 
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jutirket vuhie of tbe land biit in finding the value of the improveineuts 
n-Jiieh ought to ho strii)ped from the land. That was found to be a compli- 
cated task thei-e and L should think, priina fade that in India where you 
liavc no chartered surveyors’ profession as you have in England, this 
ascertaining of the site value of the land stripped of improvements, would 
bo a very difficult task. 

A. — A certain niunber of toAA'iis have got either Uevelopmeut Trusts 
or Imi^rovement Trusts; and they have been constantly dealing with land 
within the last few years. 1 have seen something of their work; and 1 think, 
on the whole, that the tax would be x)raeticable. 

Q. — With regard to these Eeveloijment I’riists and Improvement Trusts, 
they are dealing w'th built-on hsiid or undeveloped land. 1 do not think 
with regard to undeveloped land, there is any great amount of difficulty 
in getting at the capital value. The difficulty is getting at the site value 
of the lands which have been covered by buildings. 

A. — I take it that the site value that would be assessed would be, 
in the case of old buildings, the value of the land striijped of buildings, ~ 
assuming it were ivasto laiid and about to be develo 2 )ed by a new road. 

Q. — I’ake, for instance, a shop in Oxford street — what is the value of 
the site, if there is no Oxford street there? 

A. — I deduct the cost of building that house now. 

Q. — ^IVhat about the street itself? 

A. — As far as the l.indlord contributed to the cost of the street, I would 

deduct that. The value of the land has gone up because there is the street. 

Q. — It was he that provided the land for the, street. 

J)r. Puranjpi/e. Q. — Would you tsike into account only, the imxjrovo- 
ments made in recent years — say, within the last 30 or 40 years? 

A. — I should have a limit. 1 have not quite decided what it should 

bo. It might be 40 years; that would reduce the difficulties. 

The Vresident. Q. — Are you acquainted with the report of the Com- 
mittee of the National Tax Association? 

A. — I have seen the land value maps of several cities in which they 
give values according to groups — ^saj' Rs. 10,000 to Rs. 15,000 per acre; 
Rs. 15,000 to Rs. 20,000; Rs. 20,000 to Rs. 30,000 and so on. I should 
think that the lands may be classified into groups in that wa 3 \ -The group 
rates would be a convenient waj' of doing it. J do not think it is possible 
to make very accurate assessments; that is what was attempted in England. 
Rut if you have a low rate of tax, not exceeding 1 per cent on the 
capital value, it does not seem that great accuracj' is required. 

Q. — If jmu have a low rate of tax, is it necessary to distinguish between 
land and buildings at all? 

A. — In the suburbs it is. When you come to the central part of a groat 
cit 3 ', I agree that the value of the imi)rovements is comparativel 3 " small. 

Q. — You. are going to hand over paiT of the tax to the local body? 

A. — ^Not necessarily. At any rate, it .should be a provincial tax. 

Q, — ^You could not merge with the local body’s tax? 

A. — No; I propose they he allowed to continue the house-tax. ■ 

Q. — They also tax on the site? 

■ A.— Yes. 

, Q_ — ^You get' the site tax twice and the building tax once? 

A. — ^Yes; they take usually not exceeding 12 per cent of the rental of 
the house jdas the s'te at piesent. 1 propose to take something iike 
20 per cent more on the annual value of the site. 

Q. — This would need legislation throughout Ind'a. 

A . — ^Yes ; it would. 

Hir Fercy Thompson. Q. — Assuming 3 'ou have got over the difficulties 
of valuation, take the case of A letting to B for Rs. 120; B to C for 
Rs. 3.50; and C to D for Rs. 500; and the annual value is Rs. 600. Y’ou 
say you take your projjortion according to the rent that each man enjoys. 
How are you going to do that if you make this supposition? A lets to B 
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a piece of bare lanrl; B builds a house on it; C adds another storey and 
D inhabits it. How can you split up the land value when part of the 
i-ent is not land value at all but is building value? 

A. — It would " require "that the nature of the improvements made by 
each person should be investigated. It would no doubt be difficult, but' 
such cases would not be very common. 

Q. — They would occur whenever there has been a long lease. 

A. — In such a case it is up to tlie man assessed to make a claim. 
If his claim is ■ reasonable, it ma3’' be allowed. 

Q. — ^It will be a complication,- because it will be necessary to adjudicate 
on competing claims ol intermediate holders. 

A. — There 11105- k® some other .S5-stem wliich may be simpler. 

Q. — The other S5’stem is to make the -owner in iiossession of the rents 
and profits liable for the whole without' power of recover5-. 

A. — I do nof think»5-ou could then have more than an infinitesimal lato. 

The Fresident. Q. — ^Wliat have you to sas- about salt? 

' A. — ^All I would sa5- on the subject is that it seems to me to be desirable 
that salt should be fi-eed from taxation as .soon as 2>racticable, if fuj-ther 
revenue can iD0ssibl5- be found. But I don’t like excise duties on what 
I call indu.strial production. There is alwa5's a tendenc5’ for a consider- 
able waste to occur in the jiroduction of articles which are taxed with 
heav5- excise dut3- ; and salt at the present i-ate, is comparatively heavih' 
taxed. M5' feeling is that if the tax were taken off and the restrictions on 
the production of salt which now exist were removed, the price of salt 
would, in the course of a few 5'ears, be reduced 1)5’ more than the amount of 
the dut5- which is taken off. 1 think the industri' is one which is subject to 
increasing i-eturns by organisation on a large scale, and in the course of 
some years India might become an exporting country and might export 
salt to other countries rather than import. 

Q. — ^Do you think India has any natural advantages in the matter of 
making salt as compared with Aden, Port Said, etc.? 

A. — ^Aden and Port Said have slight advantages over India. But India 
is nearer to the eastern markets, and I think that if the salt industry is 
freed from the tax, capitalists might come in and work it. 

Q. — But what about the advantages in freight which more than counter- 
balance an5' proxiniit5’ that India hasp 

A. — ^That is true, particularly in certain times of the year. That is 
a factor we have to take into account. ‘ 

Q. — ^Was not this matter considered in Japan? Then they decided it 
was cheaper to continue it as a Government monopoly. 

A. — It might be so in India. 

Q. — ^In India you have got large-scale manufacture. 

A. — ^I imagine that it might be carried on, on a much larger scale and 
especially the Salt Bange mines might be developed. 

Q. — They have been d6veloi)ed as far as the5* can be subject to, the 
conditions of railway freight. 

A. — ^Production might conceivably be increased. 

0 - — A numbei- of people tried and gave it up., 

A. — They have not done it on a really large scale. 

Q. — 'What do you think of Sir Ganga Ram’s proposal? 

A. — You mean to capitalize tlie land revenue and to invest the pro- 
ceeds in the development of industries? "Well, that particular scheme 
seemed to me not feasible for two reasons. Firstly, there was the political 
aspect of it. Secondly, there was the difficulty of the type of investments 
that Sir Ganga Ram proposed being far less secure than the kind Govern- 
inent usually invest their money in. It was only by bringing in industrial 
investment that he made the proposition look so profitable as it looked. 
The idea was fundamentally sound. Government would be able to obtain 
in this way very large amounts of capital that are needed for the develop- 
ment of roads and .works. If Government borrowings go to 25 crores per 
annum the rate of interest will bo high. The people are so anxious to 
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redeem their lands, that they will pay at least 25 years’ purchase of the 
revenue redeemed, which would mean that the rate of interest would be 
something like 4 per cent. 

Q. — Is there a large number of laiyats who wo\ild fall in with the 
'ideaF 

A. — I should think so in the Punjab as also in scattered parts of the 
United Provinces. 

Dr. Paranjpye. Q. — ^Will whole villages be redeemed? 

A. — ^Yes. A certain number of zamindars of the United Provinces have 
saved money and locked it up in their boxes. They will bring it out 
when they have the opportunity of being freed from land revenue. 

Q. — ^^Vould it not lead to administrative difficulties? 

A. — T do not think so. As a matter of fact, redemption of land 
revenue was a rule in the United Provinces in the 60’s of last centui-y. 
There was some rule>. made that persons might redeem alid it was to he 
permitted to one-tenth of the total area of each district. A good numhor of 
holdings were redeemed. The rule was cancelled after five years or seven 
years. 

Q. — Do you think it right for the Government to pledge the future? 

A. — I think it is right provided the money so raised goes to the proper 
development of the rural areas with permanent works. 

Q. — ^^Vhat lia])pened to the money paid in the United Provinces? 

A. — I do not know. 

Q. — The province is poorer year liy year. 

A. — ^Yes. The principle is to obtain capital funds and"' it would be 
cheap borrowing under ordinarj’ conditions. Money can be safely invested 
in the development of canals and roads wherever it is needed. It is an 
indirect increase of the taxable capacity of the people. There is another 
possible suggestion, that is, that the Government should sell the right to 
permanent settlement of holdings; i.e., a sort of freedom from onhance- 
ment of revenue in future. In that fliey will lose no revenue at present. 
But in many cases they will get a substantial sum. I know the zamindars 
are pretty keen about it. 

Q. — ^Vould it not be possible to redeem it provided we would undertake 
not to impose income-tax? 

A. — ^We could not make such a condition. 

Q. — Government might levy a general tax on all incomes? 

A. — Government always has that power.' 

Q. — Does not that power interfere with the permanent settlements? 

A. — Yes ; but I do not suggest th.at. 
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14th April 1925. 

HANGOON. 

Present : 

Sir CnAEi.ES ToimuxTEE, ic.c s.i , i.o.s., President. 

Sir Bijay Chane Mahtab, g.c.i.c.; k.c.s.i., i.o.ir., Maliarajaclhiraja 
" Bahadur of Bui divan. 

Sir Peeca” Thoaipson, k.b.e., c.b. 

The Hon’ble Saedae Jogenuea Sixgii.... 

Dr. B. P. Paeaxjpye. 

Dr. L. K.” Hitbeb, m.Ji.a. 

Mr. J. S. PURSTIVALli, I.C.S. (on leave), late Commissioner of 
Settlements and iand Records, Burma, was examined. 


Written memorandiun of Mr. I’nrnivall. 

Q..1. — The references to Burma in the last sentence of paragraph 3 and 
m paragraph 5 of the annexure to question 1 are, T believe, inaccurate. 

Q. IO. — The scope of the term “land revenue” is explained in general 
teiuns in the Report on the Revenue System of Burma, 1922, Vol. 1, p. 12. ' 

The details are given, I believe, in the recent annual tables ordinarily known 
in Burma as General Agricultural Statistics. 

I feel unable without further consideration to distinguish the “items 
that clear] 3 ' do not fall within the definition of a tax”. I should, however, 
differentiate between a tax and a iiajunent for particular services rendered 
such as a payment for drainage or irrigation. The revenue accounts fail to 
distinguish satisfactorily between revenue and water-rate, so that, in that 
respect'-it is impossible to estimate quantitatively the extent to which land 
revenue includes elements other than taxation. 

Q. 11. — do not fully apiircciate the intention of this question, but so far 
as .1 have any material information it will iirobably transpire in other 
answers. 

Q. 13. — It is perhaps doubtful whether there is any distinction between 
a commercial return and a monopolj'^ lirofit, such as the form of this question 
implies, and I do not cleailj’ apprehend the nature of a “semi-commercial” 
undertaking, or what kind of a commercial undertaking it is that is not 
expected to yield’ a commercial return to the person ndio undertakes it. 

I take it that the Committee wishes bj' this question to ascertain public 
opinion on the question how far Government should expect particular acti- 
vities to be remunerative. It is easiest to deal with this question bj^ applying 
it to pai’ticular cases. Few, if any, would expect the administration of 
civil and criminal jnstice to he remunerative, and no business firm would 
undertake this as a commercial undertaking if bound bj' legal codes. The 
carriage of letters or parcels and the drainage or irrigation of land might 
or might not be remunerative; most people would, I think, hold th.at 
activities of this kind should be self-supporting. The making of bricks 
and the cultivation of rubber ought to be remunerative. From a collection 
of . similar instances it might be possible to establish a principle, but uhe 
application of the principle would depend on circumstances. Speaking in 
the most general terms, and with reference solely to the problem of irriga- 
tion as it ordinarily presents itself in Burma, I am in favour of making 
irrigation works self-supporting. 

Q. 15. — ^The Revenue Committee mentioned above endeavoured to ascer- 
tain the principles adopted for fixing the charge for water supplied for irriga- 
tion. The result is summarised ’on jiago 26 of their report. From- time to 
time various principles have been announced, mostly in Indian terminology, 
by authorities acquainted ‘with Indian conditions, and have been interpreted 
b.v Secintaries and others, who did not understand them, to officers acting 
in circumstances to which the principles, if intelligible, would have been 
inapplicable. In effect, there IiaAm been no principles, 

VI— li 
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All the alternative plans suggested either minimise or overlook one 
difficulty that in Burma is lundamental. The water is supplied to areas, 
but the cost must bo recovered from individuals. You cannot easily supply 
water to individuals, or recover the cost from the general body of recipients. 

Allowing for that difficulty I prefer the first alternative. I do not 
understand the second. The third loads to bankruptcy. (Say that rain-fed 
rice land in Lower Burma yields a ton of paddy per acre, it can and 
probably does pay land revenue at a rate taken to represent the value of 
2 cwt. of paddy; but if dry land in Upper Burma is made to yield a ton- 
of paddy per acre by irrigation costing Bs. 10 per acre, the State drops 
money unless the land pay more than 2 cwt. in revenue.) The fourth 
method has not yet been found practicable in Burma. The fifth alternative 
I disapprove. 

Whatever plan be adopted the distinction between revenue and rate 
should be carefully observed, and accotints should bo kept witli a view to 
showing clearly the financial result of irrigation. 

_Qs. 38-39. — I am not clear whotlier these questions contemplate that an 
agriculturist who has already paid land revenue should also pay income-tax. 
In any case, I am opposed to J;ho suggestion. 

It should, I think, be made clear that Burma is not in quite the same 
position as are other parts of India in respect of this proposal. In Madras 
and Bombay there is a strong tendency to regard classification and assess- 
ment as fixed and to treat the revenue as a fixed charge on the land. That 
I regard as unfortunate and unnocc.ssary for reasons given in my answers 
to Q. 96 ct scq. 

Qs. 96-97. — I regard land revenue as a tax on rent. In ridi and secure 
tracts the effect of land revenue on the prosperity of the cultivator is negli- 
gible. In poor and insecure areas the effect of land revenue on tho_ pros- 
perity of the cultivator is negligible in comparison with the general distrc.ss 
occasioned by poverty and insecurity. Land revenue, poverty and insecurity, 
combined are far loss prejudicial to the welfare of the cultivator than the 
competitive system which includes the money-lender (and I feel tempted to 
add as prejudicial factors, the Begistration Act and the Civil and Criminal 
Courts i)ut recognise that one .sees and hears more of the harm they do 
than of the good). 

In agricultxiral economics the Committee should distinguish very 
critically between conditions in India and Burma, especially Lower Burma. 

Q. 99. — See also Qs. 38 to 40. The inequality could bo reduced and other 
advantages would accrue fi-om the adoption of. the following principle of 
revenue settlement, which has other and greater advantages, financially and 
politically. It is not strictly j'olovant to this question, but it bears on 
taxation generally and is loss irrelevant here than elsewhere. 

The Bevenuo Committee mentioned above recommended oh page 83 of 
their I’eport that the a.sscssniont .should bo based on the.* rental produce. 
Evorywliere in India. I beliovo, the rental produce in some form or other, ns 
rent or as not produce, forms the basis of assessment. The Settlement 
Officer then p3‘oceed.s_ to fix a definite rate, ns one quarter of the value of his 
rental produce to bo paid for the period of settlement. Thus,' land yielding 
a rental produce of Bs. 20 may bo asse.ssed at Bs. 5. 

Dly suggestion is that the Settlement Officer should stop at the stage of 
calculating the rental produce. Ho would do the work of a municipal assessor 
or valuer. The actual assessment would bo fixed at so many annas in the . 
rupee on the valuation of the Settlement Officer. (His valuation would of 
course, as at present, be subjected to scrutinj' and i-ovision where necessary.) 
This valuation would remain fixed for the period of settlement, hut the 
actual assessment would vary from year to year according to the financial 
position of the province and the needs of the people. If they wanted to 
spend more on soldiers or education tlioy could put so much on the land 
revenue. If they wanted an easy life they could retrench. 

This system would pave the way for a sliding scale of assessments on 
individuals. If the normal rate wore four annas in the rupee the wealthy 
could bo assessed at a higher rate, and the poor man. if deemed expedient, , 
exempted. 

Q.' 101. — ^Fractionisation is not an urgent question in Burma except 
perhaps in Kyaukpyu. In a few other localities individual plots run very 
small. In parts of the Shan States rice land seems to be excessively sub- 
divided. 
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Mr. Piirnivall g'ave oral evidence as follows 

The President. Q. — ^You are a Settlement Officer of long experience aird 
you were tne Cliairman of the Committee appointed by the Burma Govern- 
ment to examine the land revenue system oi Burma? 

A. — ^Yes, Sir. 

Q- — Ih irhicli cajyacity you studied the land revenue system of other 
provinces of India? 

A. — ^Yes. 

jD?\ Kyder. Q. — ^In Burma, don’t you base estimates of outturn on 
crop cutting experiments? 

A. — In paragraplis 3 and 5 of the annexure to question 1, it is stated 
“The figures are based on rough estimates prepared by the Directors of 
Agriculture”. That is not the case. They are based on estimates prepared 
by the Settlement Commissioner. 

The President. Q. — ^You say that “the revenue accounts fail to distin- 
guish satisfactorily between revenue and water-rate, so that in that respect 
it is impossible to estimate quantitatively the extent to which land revenue 
includes elements other than taxation” r 

A.— Yes. 

■ Q. — Is it not possible to take your figures and distinguish between land 
revenue proiier and the various other odd items? 

A. — ^Here I was only speaking about water-rates. In that respect it is 
impossible to estimate. That is the only point I have mentioned. 

Sir Percy Thompson. Q. — ^You do distinguish the portion of land 
revenue allocated to the irrigation revenue? 

A. — There are figures purporting to distinguish between land revenue 
and water-rate but they do not pretend to be accurate. 

Q. — I ask 3 ’ou because one of the vdtuesses gave a very complicated 
formula for determining the proportion of land revenue due to water-rate. 

- The President. Q. — That is for the purpose of calculating whether 
particular schemes are paying interest proportionate to the capital cost or 
not, 

A. — ^I do not think this purports to differentiate satisfactorily between 
land revenue and water-rate. It gives you some figures. I do not think 
whoever put in this formula contended that these figures are right. 

Sir Percy Thovivson. Q.- In some iilaces you have a combined revenue 
and water-rate? , ' 

A. — ^Yes, In others they are nominally distinct. 

Q. — ^There j’ou actually credit some part of the laud revenue to the 
irrigation scheme? 

A. — ^How far you credit it to the Irrigation Department in any sense 
cither practically or merely theoretically I am not quite certain. 

Q. — Are you not extending that idea of having a consolidated rate 
lor land revenue and water-rate? 

A. — ^It may be since my time. So far as I could, I always opposed that 
practice. 

Dr. Kyder. Q. — ^You don’t regard a combined land revenue and water- 
rate as sound? 

A. — I think it is most unsound. 

Q. — Mr. llushtan in his staieineat says: “In the case of Mandalay 
Canal, for instance, one-sixth of the gross outturn per acre was fixed as 
water-rate and one-sixth the net outturn as land revenue. Of the latter, 
however, one-third was allowed as a further credit to irrigation”. He fur- 
ther goes on to say: “These separate rates involve great labour and, to 
simplify matters, in all recent settlements the assessment is based on a con- _ 
solidated rate for both land and Avater, of which a percentage roughly based 
on the formula in the statement attached_ is credited as the water-rate”. 
Then he shows different districts having different rates of land reAmnue in 
different neAv canals. It looks as if the idea of having a combined water- 
rate and land revenue^ has alreadj' made some progiess. 

A. — ^I am afraid it has. 
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Q. — If so, you u’ill liave to Invvo a foniiiila so as to get an ai)2)roxiinate 
idea of what part of it is allocable to water-rate? 

A. — I hope so. 

The Presideni. Q. — ^])id not your Coniinitlce rccoinmeiid any such thing 
as a joint charge? 

A. — Not in the sense of any joint charge. 

Q- — the report it is said: “On the method advocated in this report 
the vSettleiueut Officer fixes the total amount of the assossmeut; it still 
remains to distribute this amount between the account heads of land revenue 
and irrigation”. 

A. — The Settlement Officer fixes the amount that cho man can, pay. 
For example, supjiosing the theoretical water-rate should be 11s. •} and the 
theoretical land revenue should be Ils. 14 the man would theoretically bo 
required to pay Ils. 14 laud revenue, but the Settlement OITiccr should ascer- 
tain the amount that the man can a<‘tually afford to j)ay. 'We did not 
recommend in this roj)ort that he .should bo comj)ciled to pay. We only 
said that the Settlement Officer should delermine the amount that the 
man could imy. 

Q. — You fix first of all a combined ebarge? 

A. — No. For individual asso.ssmonts we recommend the combined charge. 

J)r. Under. Q. — You say you wotdd lum]) together commciTial under- 
takings and sec if they ai-o self-supporting, not only in irrigation. Init 
roads, forests, etc.? 

The President . Q. — I think l)efoie you expect :in answer from 
Mr. Furniyall, you will have to explain what we mean. There is a list 
of them given in (}. IG.'l. Our object i> to determine what is taxation 
to start with bcfoi-e we can jjropo.se readjustment, 'riicreforo. wc ask you 
if there is any tax in a semi coinmerci li service like the Post Office. 

Dr, Under, Q. — (llciieating). The (jviestion is whether you would judge 
each commercial or semi-commercial .service sejiarately or yott would lump 
them together. I'^r instance, there is in llurma irrigation, roads, Post 
Office, etc., would you lump them together? 

A. — I would not do so. 

Q. — Even in the case of a new province like Burma, you would not do 

so? 

A. — You mdan because you arc making a profit on the Post Office you 
might lose on irrigation. T have not considered the jioiut previously, but 
my first impression is decidedly in tlio negative. 

Q. — You say that “the drainage or iri igalion of land might spr inight 
not bo remunerative; most people would, T think, hold that activities of 
this kind should bo self-supporting”. What do yon mean by it? 

A. — I hold that, just as with cajiital invested in any commercial concern, 
expenditure in irrigation or drainage should jiay an ordinary fair retlini 
on the amount of capital invested. 

Q. — Would it include the redemption of debt or of the capital borrowed 
by way of sinking fund? 

A. — ^That would depend upon whether the State wanted to borrow again 
or not. 

Q. — Suppose there, is one million rupees in irrigation works and the 
rate you are getting is 6 per cent after deducting all the exiienscs, I mean, 
the net return. The question is this: They cannot borrow because the 

iutorest thev have paid comes to 6 per cent. Should they adjust their 

charges to get a not return which may bo 7 or 8 per cent, so that the 

extra I or 2 per cent may include a portion for the redemption of the 

cajiital ? 

A— J think probably they should, but 1 am not inclined to give a 
definite oi)iuiou on that point. Is it not a fact r.ather if they want to 
raise more capital for the future undertaking they have to clear off part 
of their debt? As long ns that is not done and they are getting a satis- 
factory return on their money and it is secure, then, as regards that 
particular investment, 1 do not see there is any reason to jiut any redemii- 
tiou charge on it. 
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Sii- Peril/ Thoitt/w n. Q . — la it. not a ciustioii whether the undertaking 
IS a wasting asset? 

A. Where it is of depreciating value, that is one of the items to be 
considered. 

Q~You refer'to the Revenue Coniinittee which endeavoured to ascertain 
the principles adopted for fixing the charge for water supplied for irriga- 
tion. Will you please explain to us clearlj^, the land share, water share 
and soil share? I suppose the main conclusions of the Committee are 
that unirrigated land should pay land revenue at a certain rate, and if 
the land is of better quality or if soil is of better quality, it should pay 
more; this additional charge would be in accordance with the soil, and that 
would be soil charge. 

A, — ^Yes. 

Q.—Then you will have a further uniform charge on all lands of all 
kinds if irrigated. That is the water charge. 

A. — ^Yes, that is the system advocated here. 

Q. — ^Then the conclusions of your Committee are that your water-rate 
must" be uniform, and that there should be no variation of water-rate? 

A. — am sorry my impression of the conclusions is a little bit faded, 
but will jmu please see page 137 of the report. It says; “The imposi- 
tion of a flat rate for water is not arbitrary. If an irrigation work be 
constructed by a private company to supply water to a numerous, body of 
cultivators, the company will look for the largest profit on their expendi- 
ture”. 

Q. — You say then they would have to deal with water in blocks, etc.? 

A. — That is the passage I was referring to just now. One need not 
insist on a flat rate throughout the whole area. It is a matter of conve- 
nience. We endeavour to treat the Irrigation Department as a private 
firm with a inonopolj' to supply water to the area, and we consider that a 
private firm in that position woiild not be able to deal with each cultivator 
individually; at best, it would have to deal with them in comparatively 
large blocks. 

Q. — ^You would have one uniform rate throughout these blocljs? 

A. — That is a matter of expediency. The private firm inight decide to 
cut off a bit from a block and subject it to a little further consideration. 

The President. Q. — Your charge for water advantage then would come 
under water-rate. 

A. — ^You mean some people have better quality of water or get better 
water. 

Q. — ^If the land is favourably situated with reference to water? 

A. — I should endeavour to treat it in the same way as a private com- 
pany approaching the Legislative Council for the grant of a monopoly to 
supply water. If the Legislative Council approves the project, the com- 
pany would approach the public with a prospectus asking for the money. 
The company would first have to satisfy the Legislative Council as to the 
manner in wliiclT it proposed to deal udth the concession, and would then 
have to satisfy the investing public as to the remunerative nature of the 
project. The company, within the conditions imposed' by the vState, would 
differentiate the charge for water so as to bring in the largest return 
for their expenditure. I would deal with a State irrigation project on 
the same principles. . 

Q. — ^You mentioned just now that the fact that some lands took up 
water better than others would bo a circumstance justifying a higher rate. 

A. — ^If they could get it. 

Q. — A.ccording to your classification, I thought that would have been a 
matter of soil. 

A. — Soil rate is rather a misleading term. I cannot think of - any 
differential advantage that it cannot iucludej a better capacity with regard 
to water, better position with regard to railwaj’s, etc., would all be in- 
cluded ill the term. 

Q a private company take all these things into consideration 

In fixing the rate? They would only be concerned with what the consumer 
could pay. 
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A. — Yes; but they would have to get leave from the Council to charge 
such a rate. 

Q- — ani asking you whether the company would not take all thej 
could get and therefore get your soil rate incidentally into the water-rate. 

A. — ^Even if they could get round the Council and the Finance Mem- 
ber, it still would not pay them to take all the theoretical rent. There 
would still be room for the private landlord. Where the company was 
dealing with a large area and where administrative difficulties prevented 
them from taking any further profit, then the private landlords could step 
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Q- — Your soil rate would be the differential value within the bleck? 

A.— Yes. 

Dr. Ryder. Q. — If these elements, the land share, the soil share and 
the water share, are so clearly differentiated, what lault liaA^e you to find 
with the consolidated rate? 

A. — It does not follow, because they were clearly differentiated and 
recommended by this Committee, that they are differentiated in practice. 

Q. — ^If the Government makes too many demands from the iieoi^le, one 
by way of land revenue, one for water and one for, say, better situation, 
the cultivators would complain. 

A. — ^There is no reason why Government should collect all these items 
separately. I hold that they should be collected at once, but it is equally 
important that we should show the cultivators exactly what they are paying 
for. 

The Ron' hie Sardar Jogendra idingh. Q. — You have no other reason for 
objecting to a combined water and land revenue rate? 

A. — ^As long as you differentiate them clearly in your own mind and 
explain them clearly to the cultivator, I have no objection to collecting 
them at once or combining them into a consolidated rate. But it seems 
to me very dangerous indeed not to make such a distinction. 

Q. — What are your reasons? 

A. — From the ordinary financial point of view, if you are going to 
spend lakhs of money on an irrigation project, you must know Avhether it 
is paying you or not; otherwise you will be bankrupt before you know 
where you are. 

Sir Percy Thompson. Q. — Can you teU what the difference between _ 

land rate and soil rate is ? The soil rate would include all differential 
advantages, such as proximity to a railway, etc. 

A. — Ordinarily one would talk of soil rate only when there is irrigation. 
You talk of land rate on dry land, e.g., you might have land rate over the 
whole of this table at 8 annas a toot, and you being in a most advantageous 
position as nearer the Chairman might have to pay a bit extra. 

Q. — ^What would you call that? 

A. — It could be the soil rate, but as long as the land is unirrigated, 

• one would not think of terming it soil rate. Sucli distinctions are ordinai'ily 
made in Burma and in most other places by "soil” classification. 

Q. — ^Do you want to know any more than the value of the land as it 
stood before irrigation and the inci’eased value added to it, for the purpose 
of taxation? 

A. — ^^’l^hat are you going to tax? 

Q. — ^Here you charge water rate which, as far as I can understand, is 
not particularly related to anything; it does not purport to represent any 
fixed proportion of the benefit derived from water and then you get the 
rest by taking 25 per cent of the net assets as increased by the applica- 
tion of water. You get first of all a water-rate which is not, at any rate, 
directly related to the benefits conferred by the water and then -you get 
another rate which relates to the water charge by taking 25 per cent of 
the increased value, viz., value after the water has been 'supplied. 

do consider it essential to distinguish more than these two ele- 
. ments, because I do not see how. you are going to arrive at any satisfactory 
•ettlement without distinguishing them. Suppose in Lower Burma you have 
a man getting 30 baskets of paddy an acre without irrigation on which he 
pays Es. 5 an acre; that is to pay for police, education, justice, etc. It 
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is not simply taken from him for 'nothing; he gets something in return. 
In Upper Burma, he has the same piece of land ; he does not get paddy at. 
all hut- grows other products -worth, let us say, Es. 5. Govei'ument comes 
in and ii-rigates the land. Say the land revenue before irrigation was 
8 annas. After irrigation the man produces 30 baskets of paddy ; clearly as 
a citizen he can pay Es. 5 an acre as land revenue. If the other man is 
being charged rightly for police, education, etc. (the advantages which he 
gets) prima facte, the man in Upper Burma should pay the same. He 
should be paying Es. 5 as land revenue and also enough to x-epay the 
Government the cost of providing irrigation, i.e., water-rate. In other 
worBs, he should pay Es. 5 plus water-rate. 

Q. — notice j'ou refer to the gi'oss produce. If the net revenue was 
8 annas, one would he inclined to say that the rental value would he Es. 2 
if you -take 25 per cent, and that other lands producing 30 baskets at a 
land rex'eniie of Es. 5 would hax'e a lental value of Es. 20. 

A. — I xvas dealing xvith gross outtux-n for the sake of simplicity. 

Q. — It amounts to the saxne thing. If you say that the net assets of 
the land was Es. 2, you take 8 annas by way of land rex'eixue. If you 
put xvatei- on the laixd aixd it produces 30 baskets the rental value is now 
Es. 20. One-fourth of that is Es. 5. If Es. 5 is I'ealB’ the fxill rental value 
subject to 1 X 0 watex'-rate, what you hax'e simpB' done is to take one-fourth 
of the increased value. Pix-st of all you take Es. 2 by waj' of watex-rate 
straightaway, and then having done that, you say that the annual value 
is not 20, hut 18, because j’ou hai'e ali’eady taken 2. One-fourth of that 
is 4J; so you take 4^ by way of land revenue and Es. 2 by way of watex'- 
rate. If you do that, I cannot see why you need discriminate between 
soil rate and land rate. 

A-. — ^Tlfe discrimination between soil rate and land rate is merely for 
the satisfaction of the Irrigation Department. By distinguishing these 
components one can estimate the gross benefit conferred on the country by 
the activities of the Irrigation Department. 

The President. Q. — ^I understand you recognize that land rate is the 
land revenue of the land unirrigated. 

A. — No; land I'evenue xvould include land x'ate. 

Q. — ^Land rate is equal to the amount collected prior to irrigation; you 
add -to that water-rate xvhich is based on commercial pi'inciples. Then you 
look over- your block and find that some lands are getting more benefit out 
of the water .which they get and the differential value is the soil rate? 

A. — ^Yes, I think I can accept that all right, though it is not quite 
the way we go to work. 

Sir Percy Thompson. Q. — ^May I try again? Suppose you have a piece 
of land which is unirrigated and its net assets are calcxxlated at Bs. 20. 
You take Es. 5 bs' wax' of land rex'enue. You put water on to the land 
and the net assets go up from Es, 20 to Es. 50 owing to the application 
of xvater. Now you do not merely take one-foxxrth pf 50, but apply water- 
rate first and take watex-rate of Es. 10. The net assets go down from 
50 to 40 ; then you apply the ordinary land revenue pitcli which is said to be 
oixe-fourth of 40, i.e., 10. So you have 10 where previously you had 5, You 
took Es. 10 by way of water-rate axxd the land revenue increased from- 
Es. 5 to Es. 10. I think the differential advantage due to water is what 
you mean by soil rate. 

A. — ^I- entirely accept that except on one point. If a man is cultivating 
di'j' land, the cost of cultivation is, say, Ee. 1 ixer acre; xx'hen it is ii-rigated 
and cultivation takes place, the cost of cultivation, apart from the watex- 
rate, might x-ise, say, to Es. 10 an aci-e, which would have to be deducted 
as well as the water-rate. The water-rate is only deducted like any other 
additional cost of cultivation would be deducted. 

Q. — Do yoxx deduct cost of cultivation in assessing land rex'enue? 

A. — ^We recommended iix this Committee that the revenue should bo 
assessed on the rental produce, xvhicli we defined as the rent which a pi*xx- 
dent tenant would pay. It includes not only the expenses of cultivation, 
but the necessary cost of living for that amount of labour which is necessary 
to cxxltix'ate that pai’t of the land. 

Q. — Hoxv far has that recommendation beeix carried out? 

A. — ^I understand it has been accepted, but how far I do not know. 
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Q . — It seems to mo that Burma is tlie one province which does not 
deduct the cost of cultivation. 

The President. Q. — It always does on some scale or another. Do you 
propose to include the whole costj including the maintenance of the family? 

A. — Wo do not propose to deduct it as such, but w’o ondoavouf to 
ascertain the true rent of the land. 

Sir Percy Thonwson. Q. — ^IVhat I suppose you ascertain is not the cost 
of maintenance of a familj’, but the wages which the labourei's would get 
if the family did not do the worh. 

A. — ^Partly that. In one sottloniont this was done; in this case the 
Settlement Ollicor calculated what all the expenses came to and he com- 
pared them with the rents actual^’ paid and ho said the rents wore too 
high. The idea at jiresont is t>o work at it in two ways : if you could 
calculate your expenses correctly and if people pay fair rates, the two 
w’ould agree, so that by working at it in both directions you got -towards 
the fair rate. 

The President. Q. — ^Tho present is tho net profits basis. What you 
propose to deduct now is the true and full cost of cultivation including 
an adequate allowance for all labour expended by tho cultivator and his 
family on the land. 

A. — It is said in the same paragraph of the report (paragraph 306) that 
the basis proposed corresponds with tliat understood as_ tlio not produce 
in India, but to call it not produce would tend to confusion with the basis 
now obtaining, and a distinctive term .seems necessary. Tho balance which 
remains after deducting tho cost of production is tho amount which 
a prudent tenant could afford to pay in rent, and represents in fact tho 
economic rent, tho amount iiy which the land is bettor than land on tho 
margin of cultivation. 

Dr. Dyder. Q. — Suppose you had absolute dictatorial powers in Burma, 
how would you arrange land revenue and water-rate? 

A. — I should say that as regards land revenue it should be based on 
tho rental produce ns defined here. 

Q. — ^You would have a certain rate which you call tho rate of land 
revenue. You would have on better soils a higher rate. The lands would 
be graded according to fertility. You would have on tho poorest lands' a 
low rate and the land rate would rise higher and higher according to 
the degree of fertility. When you introduce water-rates, there Avould bo 
extra profits which would be a shaie of the water-rate. 

A. — The whole improvement duo to water can be called water shai’o. 

Q. — If you have a combined sy.stem for soil, for land and for water, then 
you would have a charge for water, whether the land was very good, very 
bad or medium? 

A. — As regards water-rate, I should endeavour^ to put the_ officer of 
Government or whoever was managing it in the position of a private com- 
pany, approaching Government with a view to obtaining a concession for 
working that land. I should impose generally the same restrictions as 
I would on a-qjrivate company that would get the same concession. 

The President. Q. — Is it the position in Burma that cultivators who 
benefit by Government irrigation should, apart from .special considerations, 
pay a larger proportion of their produce than those who produce an equal 
amount without irrigation? I understand that, if you have two men with 
similar land growing similar crops, one of them cultivating with tho aid of 
nature and the other with the aid of a Government irrigation scheme, you 
would make the man under the Government scheme pay more, including 
the water-rate. 

A. — ^Yes. 

Q.— You would not base the return on the proportion of the net in. 
both cases? 

A. — Ordinarily it would so work out that the man under the Govern- 
ment irrigation scheme would have to pay more. Supposing that the cost 
of cultivation with the water-rale Avas just enough to counter-balance a 
fraction of the amount you took for land rcA'^enuo, then it would make no 
difference, but that man would be absolutely on tho margin of irrigation 
and ordinai’ily, if your irrigation was satisfactory, the majoritj’ of the land 
would bo above the margin of irrigation. 
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Q. — Supposing the irrigation scheme pays well, ^hat is tlie logical 
gi-ouncl ior making the inaii who gets water from Government paj- moie 
than the man who gets water from nature!-' That is, if the irrigation scliemo 
is paying the cost of maintenance pZas the interest on capital cost, no 
cx-uestion of charging more in the one case than in the other would arise? 

A. — ^The cultivator would oul 3 - pay more, because in addition to laud 
revenue he is paying water-rate. i 

-- — Sufipose j’ou have two 'fields, one in Upper Burma under an ix-ri- 
gation scheme and one in Lower Burma where there is no irrigation, pro- 
ducing exactlj' identical returns, how are j-ou going to make the man 
under the irrigation scheme iiaj’ more than the other? 

A. — If the man in Lower Burma pays, saj' Rs. 5, in land revenue, the 
other man would paj- Rs. 4-8 land revenue plus Rs. 4 water-rate. 

Q. — Wlij' should he paj’ more? 

. A. — ^The Rs. 4 is the water-rate. 

S'ir Percy Thompson. Q. — Isn’t the reason that he is enabled to get 
this income out of the land onlj' hj' the enterprise and action of Govern- 
'ment? 

A. — That is one way of putting it. That is hardlj' the way I would 
like to imt it. The man in Lower Burma is paying his fair share, i.e., on an 
income of Rs. 30 he pays Rs. 5. The man in Upper Burma is paying Rs. 4 
to Government for water suxiplied to him. Beyond that, he is getting 30 
baskets of xjaddj’j there is no reason that I can see why he should not pay 
on these 30 baskets approximatelj’ the same amount as the man who is 
drawing exactly the same income in Lower Burma. 

The President. Q.-i-Would not the same argument apply, supposing 
that the Government got one house for nothing, say by escheat, and built 
luiother for a large sum — an identically similar one, in the same street? 
Would you lease the o:ie which the Government had paid for at a higher 
rate than the other? 

A. — I should make the man who lived in the second hoxise pay the cost 
that the Government had to pay. He should pay as - much money as 
would compensate Government for the expenditure; and be.yond that, he 
would ordinari] 3 ’ pa 3 ' the same rate. 

Q. — ^^Vhy does not the same thing appl 3 ' to two identical pieces of laud 
under .similar circumstances? 

A. — Becau.se Government has several million acres of land given it freel 3 ' 
in Burma and it very rarely has a house or two escheated to it. It seems 
to me that where a ixerson is enjoy-ing an exceixtional benefit at Government 
expense, in addition to his ordinary revenue he should pay for that extra 
benefit that he enjoys. 

Q. — Then yhur water-rate ought to be higher, the more the Government 
spends on the irrigation works? 

A. — No; because ymu treat it as a pi’ivate comirany. The man produces 
his prospectus and say's that he is going to spend, say 60 lakhs. Supposing 
that is a bad estimate; then it is on that 50 lakhs that you charge. 

Q. — Take these two identical jxieces of land ; if one of them on which 
money has been spent could pay' the higher rate, the other also could pay 
the higher rate? 

A. — It covld, if you had no principles of assessment. If you want to 
loot the cultivator, probably you would get double the land revenue, or even 
take foTu- or live times the present amount. 

Q. — ^He is nob concerned with what y-ou spend on it, but only' with the 
return from the land. 

A. — ^You ask why Government should not charge unirrigated land to 
the .same extent as land on which a lot of money' is spent; and my' reply 
is that in the one case, it is a pay'inent for services rendered and in the 
other, it is taxation assessed according to the ordinary principles of taxation. 

Sir Percy Thonu^son. Q. — Suppose you have got a piece of land yvorth 
* R.s. 20 and another worth R.s. 50 ; and you assess them to taxation. Yon 
take, say’, Rs. 5 in the one case and Rs. 12.t in the other. Suppo.se you 
bring in irrigation and you increase the value of the first land from" I?s, 20 
VI— 1C 


114 


to Es. 50. In tlieorj’ yon are ontitlecl to take the whole of the difference 
in value, because it is clue to the activity of the State. But it may not bo 
politic to do so. But as a matter of theory the State is entitled to have 
the M’hole of the benefit it has conferred. At any rate, it shows that you 
cannot charge on the same principles. 

A. — The consideration is rather ahsti-act. As an illustration of the 
principle, I accept it. 

The Presideni. Q. — Then you say that if you don’t take a proportion of 
the combined output, it would load to bankruptcy? 

A. — ^Yes, if you do not keep accounts as I thought was the suggestion 
in your questionnaire. 

Q. — No; what wo had in mind eras the assessineiit at wot rates sxich as 
you have in Jladras. 

A. — Perhaps I misunderstood the question. I understood that you 
proposed not to keep any separate accounts for your payments for water 
but mix them up with the general revenue of the country. I personally 
hold that this is far too nuich the practice now in Burma. 

Sir Percy Thompson. Q. — I like your answer as it .stands, for the 
simple reason that 25 per cent of the increased benefit, which is about what 
you get, does not amount to the cost of maintenance of the canals, whether 
you keep accounts or not. 

A. — ^Yes. 

The President. Q. — Is your laud revenue definitely limited to 25 per 
cent? 

A. — I do not think it i.s anything more" than a statement of policj'. 
There is certainly no legal limit. Pifty per cent in Upper Burma and 25 
per cent in Lower Burma i.s the ordinary limit. • 

Q.— Before you undertake your irrigation woilc — where the combined 
sj’stem is in force — you calculate the return on it, so that it would not load 
to bankrxiptcy? 

A. — ^But in an estimate of this kind Government is apt to include the 
whole of the land revenue in your return. 

Sir Percy Thompson. Q. — Does it not amount to this — that you cannot 
undertake the irrigation works which would pay. because you are tied to 
the same proiiortion with regard to the now output as you got xvitli the 
old output? 

A. — ^Yes, certainly. 

Q. — ^lYhy do you say you are opposed to the removal of the agricultural 
exemption from income-tax? Do you regard laud revenue as a tax or a rent? 

A. — It is a tax on rent. 

Q. — So you say that the agriculturist is already taxed and you do not 
propose to tax him anything more? 

A.— Yes. 

The Maharajadhiraja Pahadvr of Burdwnn. Q. — You say “my sug- 
gestion is that the Settlement Officer should stop at the stage of calculating 
the rental produce”. YHiat do yoxi moan by that? Your system is tlmt you 
assess according to the different kinds of crops. Your land revenue seems 
to differ from field to field, and your .sy.stem is different from the .sy.stem in 
other parts. 

A. — I do not know if there is. any groat difference ns regards the details 
in the assessment between Burma and other provinces. But what does 
hanpen in other provinces, generally speaking, is that the Settlement 
Officer fixes an assessment of, saj^ Es. 10, for a holding, while in Burma he 
fixes it on each individual unit of that holding. There is not much ixi-nctical 
difference. 

Q. — ^YHiat do you moan by individxial unit? Suppose a man has two 
acres and another three acres ; then do you mean that the rate will be the 
same for the two acres as well as for the three acres. In Bengal, for instance, 
the rate will be the same, only the man holding 3 acres will have to pay 
more; that is, it will lie projiortionato 

A'. — If it is -the same class of land, it holds true even in Burma. 
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Q. — ^Bui yoiii- elasiification* is a little clifiicult. 

A. — No ; our classification is infinitely simpler than in any jiart df 
Jjulia perhaps excepting the Punjab. ' " 

Q. — ^But what do yon moan by saying that “the Settlement Officer should 
stop at the stage ol calculating the rental produce”? 

A. — That the Settlement Officer should value the land ; that is, calculate 
the I’ental value of the land at, say, Jis. 10. 1 suggest that the actual 

assessment on that rental value should go up and down like the income-tax. 

Vr. Faninjju/c. Q. — Purthor on you saj : “This system would pave the 
way for a sliding scale of assessments on individnals. If the normal rate 
were four annas in the rupee the wealthy could he assessed at a highei 
rate, and tlio poor man. it deemed expcdieni. exempted.’’ In Uiat case 
don’t you tliink that there arc ceitain difficulties to he got oyer? You must, 
first oi all. fix the lioldiiigs and not allow them to he suhdivuled. 

A.— Why.? 

Q. — ^Because, otherwise in order to cscajic the higher rate, all that a 
man has to do is to subdivide the land. 

A. — No; supposing a man jiuys Its. 5,000 as levonuc and his lioldiiigs 
are scattered all oror '20 miles. All 1 suggest here is a super-tax- atul 
a reduction for tlie poor people. - 

ib'ir I'cvcy Thomiison. Q . — Yon say hind reiciiiic is a tax on rent; is 
there any necessity to graduate that at all accoidiiig to tlie circu!n.stancc.s 
of the payei's? 

A. — If tlie Slate wants more money, it can got nunc money ouh,of the 

rich. 

Q. — '1 hat gives the land revenue the character ol income-tax. T'iio 
provinces would lose cnoritious sums of revenue. 

A.— 1 only suggest that graduation can he adojiled if thought expe- 
dient: this suggestion is not an essential part of the proposal. 

yVic JLou'lili' Sttuhtr •fumtulio Siniili, nlea is to liriiig it in 

line uitli incoiiic-lax and make it progressive? 

A, — Yes, if it is desirable. 

Sir I’crcu 'Jlioinpson. Q. — Do you advocaio graduation? 

A. — If the State wanted a lot of money, 1 should prohalily advocate it. 

Q. — Thou what is the difference hetween that and imposing income-tax 
on large agricultural incomes? 

A. — 'I'licre is the valuation. I do not pretend that valuation ol land 
for assessment purposes is absolutely sound in every respect; hut it i.s a 
good deal more satisfactoiy than the ordinary estimate of income for income- 
tax purposes. 

Q. — Supiiosc yon have a perfect .system; wlial is the diflcrenoc lictwccn 
your system of graduating the tax on the rental value and super-imposing 
a tax on largo agricultural incomes’? That is, what is the dilfcrcncc between 
graduating the land i-evonue on the values so found and leaving the 
land revonuo uiigraduated a.s at present and making largo incomes subject 
to income-tax which is a graduated tax? 

A. — ^^Vi^h laud revenue, you have a imich better idea of tlie income 
than j-ou have with income from other hu.sinossos. 

— That may ho. f am assuming you liave got a perfect .sy.stom of 
getting at the re.ital value. 

A. — ^I’lien it comes to the same thing. 

The President. Q. — •Even in that ca.se, your rental value would remain 
whether the land is cultivated or not; whether the man made his income 
or not. 

A.— Yes. 

Q. — ^Yotir Committee rec-oiiimoiicled the aliolitioii of crop rates? 

A,— Yc.s. 



Q. — Has that taken effect? ^ 

A. — I do not think so. It has probably taken effect to a certain extent 
for some minor crops. It cpuld not take effect really until you get districts 
coining under settlement where crop rates were most numerous. There 
have been vei-y few districts resettled since our report was submitted. 

Q. — Can you tell us how the crop rate differs from the normal rate? i 
Vide page 124 of the Report on the Land Revenue System of Burma. Is 
it the same crop rate for all those crops? 

A. — ^No. In different parts of different districts you will have different 
rates on these various crops; so that along the river it may be Rs. 10 per 
acre and in other places it may be Rs. 3 or Rs. 4 or even Rs. 2 pier acre 
on the same croji. 

Sir Percy Thonix>son. Q. — ^Does the land revenue vary each year with 
the crop rates? 

A. — So far as you have crop) rates it varies with the cropis. But the 
amount of revenue collected at cropi rates is insignificant compiared with the 
total amount of land revenue. 

The President. Q. — Does it amount to this: that in the case of parti- 
cular cropSj j'ou have a sort of indirect excise on them? 

A. — That is rather a startling proposition. 

Q. — ^Is it not a fact that a man who grows tobacco pays a higher rate per 
acre than he would if he grew rice on the same land? 

A. — Normalh-j the.se cropi iai.es are enlj- imposed on land.s where yon 
cannot grow the ordinary crops. You could not grow rice on most of 'the , 
tobacco land in this country. Crop rates are imposed on island land annually 
submca'ged. Often you do not know if the land will come up. 

Q. — ^You can grow the ordinary garden crops on some of them? 

A.— No. 

Sir Percy Thompson. Q. — By having these crop rates, does it mean 
that you are really adopting a rough way of getting at the annual value 
bj' reference to the kind of crop? 

A. — Yes; that is the idea. 

The President. Q. — On page 24 of the Report on the Laud Revenue 
System, it is stated “crop rates shall only be imposecl on impermanent 
soil, or where especially valuable crops, such as betel-vine, onions, tobacco 
and sometimes plantations, occupy a limited but considerable area.” So 
tliei-e are two cases; the case of the impermanent soil is one and the other 
is’ Avhere these crops grow. So that I take it that in the latter case there 
is a difference between the normal assessment on the land and -the assess- 
ment on the land cultivated by special cirps. 

A.— Yes. 

Q. — It has been said that one way of taxing tobacco is to impose a crop 
rate. 

A. — ^Yes. 

The Hon’hle Sardar Joejendra Sinyh. Q, — That is only possible where 
revenue is fluctuating. 

A.— Yes. 

Sir Percy Thompson. Q.— Hoes thi.s kind of thing happen? You have 
a settlement; you assess a man to land revenue of, sny, Rs. 20, because 
he is growing rice. Suddenly one year the man grows tobacco ; now do you 
increase the Rs. 20 within the settlement period? 

— ^Yes; that would be done for the year he grows tobacco. 

The Maharajadhiraja Bahadur of Burdivan. Q. — Suppiose he went on 
growing tobacco ; would you go on assessing him at the tobacco rate until 
the period of settlement is over? ■ 

, A.— Yes. 

Q. — Suppose during one settlement the land is settled for 20 years. 

In the fir.st ten years he grows rice; .suddenly he changes it to tobacco and 
grows tobacco for tbo iiGxt ten years. J talvO it^ tliat for tlie period during 
which he grows rice you charge him at the ordinary land rate and for the 
other period at the tobacco rale. 

A.-*— Yes. 
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Tha Ron’hlc Sarclar Jogendra Singh. Q. — Wliat is the clift'ereiice 

botwecii the tivo rates? • ' 

A. — Of course it is only hypothetical. These croj} rates are applied to 
a comparatively insignificant poi-tion of tiie country and many Settlement 
Officers avoid them as far as they can. It depends on tlie terms of the 
settlement, lou classify the land according to the capacity for grow- 
ing various kinds of crops and not with refei'ence to the gz'owiug of a 
pai-ticular ci'op; you classify on a general valuation oi the land. 

Sir Percy Thompson. Q. — Still as regards tobacco the whole of the 
tobacco land in Burma is charged at the crop rates? ' 

A. — No, certainly not the whole of it. The whole of the 106,000 acres 
(on page 124) is the area under tobacco j but the whole of that is not 
assessed to crop rate. These are only exceptional cases. The area under 
cultivation in Burma is 15 to 20 million acres. The occupied area ds about 
20 million acres. The area assessed to crop rates is a few hundred thousand 
acres. 

The President. As regards the aiea under tobacco, the figure re- 
ported for 1921-22 is 81,000 acres. 

Sir Percy Thompson. Q. — ^What is the extra rate for tobacco? 

A. — you say extra rate it depends upon the terras of the settle- 
ment for that particular area. Snijpose you have got a big block in tlio 
midst of which a river is running. Tobacco is grown on the edges of the 
I'iver, On that the Settlement Officer would probablj- levj' a crop rate, 
though perhaps with the greatest reluctance. But there may be tobacco 
scattered liere and there over the rest of the block. . In such cases even 
though there might be in the aggregate an appreciable area under tobacco, 
coiuizared with the whole area it would be too insignificant to justify a 
soizarate assessment. Thus it does not follow that because there is tobacco 
you will. charge extra. 

Q. — Supposing a man had been growing rice in a particular area for 
ton years and he suddenlj^ changes it to tobacco, what will he the rate? 

A. — Supijosing that land lay in a tract for which the Settlement Officer 
liad proposed and the Government had sanctioned crop rates on tobacco, 
he would then pay the rate that had been sanctioned in those circumstances. 

Q. — ^It would depend upon the kind of land? 

^ A. — The rate would be fixed over the u'hole irrespective of the small 
tract in which tobacco is grown. 

Q. — Do you think as a matter of fact the extra rate does amount on 
an average to as much as live rupees? 

A. — ^It is very difficult to say. For instance, one of the cro]^ rates is 
an extra rupee charged on any second crop. So that it is difficult to 
estimate the average. 

Q. — ^I just wanted to know from your own experience some impression 
of the amount of extra charge. One witness has given the figure as two 
rupees per acre. 

A. — ^I could not attempt an estimate. 

The President. Q. — ^Who imposes the fluctuating charges? 

A. — They are recommended by the Settlement Officer and sanctioned by 
the Government. 

Q. — ^Year by year who does it? 

A. — When the rate is once imposed, the revenue surveyoi’ who zneasuj'es 
up the land rates the crops and it is automatically assessed. 

Q. — What is the j)roces& followed to see that eversdihing is brought 
right ? 

A. — Primarilj’ the Land Records Department is responsible. 

Q, — Did you form any opinion as to the details of the Madras janui- 
hundi system? 

A. — -We were only considering the other ss’stems so far as they would 
apply to this lirovilice. It struck us as distinctly cumbrous. We don t 
think that it would be a useful precedent for Burma. 
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Q. — Did you I'onii 'any opinion as to tlio details of tlio Indian systems? 
It is suggested that some ofTiliem are breaking doivn onlng to the enormous 
mass of details. 

A. — I should not like to say that. 

Q. — You say for the adjustment of tliathameda no detailed enquiry by 
individuals should be attempted, but the rates should bo framed on generjil 
considerations. Wuit are the general coiisideracious ? 

A. — since the last settlement the district has become conspicuously 
more prosperous by the introduction of roads and railways, there is prima 
/acie ground for raising the rate. 

Q. — 1 thought you are ref ei ring to the adjustment between inhabitants. 

A. — Oh, no. 

Q. — Recommendation 14 says that no limitation of enhancement should 
be prescribed. That is to say, Government should not impose limitation 
of percentage upon Settlement OHicers? 

A. — Government ought not to impose them upon itself. 

Q. — Such limitations tend to reduce your settlements to absurdity? 

A. — ^l^ery much, Bombay struck us as the worst in that respect. 

Q. — The result 's that they arc being fudged everywhere? 

A. — ^How far there is fudging I am not able to say. 

Q. — ^Your conclusion is that there is a great deal of -fudging? 

A. — ^Lot us say adjustment. 

Q. — ^Recommendation 103 says that the question of substituting fixed 
emoluments for payment by commi.ssion as the remuneration of headmen 
should be examined. You find that the charge for the collection of land 
revenue is too heavy. It is also felt that it is unnecessary to pay 10 per 
cent to the headman. 

A. — ^It is not 10 per cent. Nowhere is it 10 per cent except possibly 
in some of the most remote tracts. I should think it may vary from 3 to 7 
per cent. Four or live is the usual figure. 

Q. — For the headman’s commission? 

A. — Yes. 

Q. — But according to the evidence of Mr. Rees it is 10 jicr cent. 

A. — He succeeded me as Commissioner of Settlement aitd ought to know. 
But T think he must have been speaking there without the book. . I have 
not looked into the figures very lately but T shotild think that the figure 
may he put as o per cent. 1 quite agree that some headmen who get 3 or 
4 per cent draw very much more than is necessary. In the Mj-aungmya 
district there is one man who pays half a lakh of rupees of land revonxie. 
He simply pays so many thousand rupee notes into the treasury and no 
elaborate proce.ss of collection is necessary. But the headman of that vil- 
lage got 3 or 4 per cent on that amount. He is drawing that commission 
for doing nothing at all. 

Q. — ^Is the headman always paid by commission? 

A. — ^Yes, that is the traditional waj’ of paying them. 

Q. — ^Does the commission find a place in both sides of the account? 

A. — am almost certain that the whole revenue is credited. 

Q. — ^Recommendation 110 says that the Inland Trade Registration 
Dei^artment .shoijld be made over to the Director of Indxistries, and the 
Commissioner of 'Settlements and Land Records should be ai^pointed Inspec- 
tor-General of Registration with an assistant to inspect registration offices 
and the record 'of rights. Is it with the intenlion of amalgamating both 
these departments that this is proposed? 

A. — It is not for amalgamation’; it is for co-ordination. 

Q. — To maintain your revenue accords in-operly, land records officers 
should be in close touch with the trail, sactions in registration offices. At pre- 
sent there is no one whose function it is to see that the two depai'tments 
work together, except the Deputy Commissioner, who has no time to attend 
to it. Has the Registration Department developed to a stage at which 
you can keep tlio record of rights in their charge? 
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A. — I do not see Iiott they can do it. They don’t pretend to register 
tlie titles. Registration officers conld never keep up n i-ecord of ri^ts. 

Q. — ^At present the registration of transactions relating to land above 
Rs. 100 is coinpu'soiy and it is only boloiv Rs. 100 that it is made optional. 

A. — He may register something that has not taken xilace. 

Q. — should they do that? 

A. — There are all soi-ts of reasons for that. T am not xireparod to Jio 
cross-examined as to the details of the process, but one of the ivays_ in Avhich 
a vell-to-do man in the delta gets land that does not belong to him is tliat lie 
either buys the land on behalf of somebody or sells the land- on. behalf of 
somebody and registers the fictitious transaction. 


Mr. H, P. SEAHIiE, I.C.S., Settlement Officer, STo. 3 Party, 
Mandalay, yras next examined. 


Written memorandum of Mr. Searle. 

Q. 97. — take it that bj' cultivator is meant revenue xiayiug cultivator, 
and that the suggestion is that the property of such a one is affected adversely 
by the land tax. This suggestion is not new and has in mj' opinion been 
adecxuatelj’ dealt with in iiaragraphs 29 and 31 of the Resolution by the 
Governor-General of India in Council No. 1, dated_ IGth^.Tauuary 1902 (Laud 
Revenue Policy of the Indian Goveniment, pages 35 to 37). 

Q. 98. — (1) I consider 'this criticisni incorrect. Government goes to very 
great trouble and expense to ascertain profits to the cultivators from 
different kinds of cultivation and different crops before it fixes its demand : 
whether^ the results obtained are worth the outlay of so much labour and 
monej', is open to question, but it cannot he said that Ihe cultivator’s ability 
to pay is ignored. 

(2) The arguments for and against a fixed a.sses.sment have recently 
been exaihined bj' the Revenue Committee. The system of permanent settle- 
ment has disadvantages which outweigh the certainty of asse.ssment (vide 
paragraphs 6 and 29 of the Resolution cited above). 

(3) I do not think that this is so in Burma. Tlie official who is directly 
in touch with the cultivator is the Revenue Surveyor or Settlement Clerk, 
and in my experience they do not do more than inconvenience, for a 
few hours once or twice a year, a few villagers to whom the rest of the cul- 
tivators make over their intereists. Tt is noticealilc that proposals to substi- 
tute other forms of taxation for the land tax are not popular with the 
cultivators. 

(4) The figures are given in column 24 of Statement No. 21 of the 
Land Records Administration Repoi-t. The percentage is 15 or 16 for the 
whole province and is only about 4 in areas wiiei-e cultivation is secure. 

Q. 99. — If the assessment were based oji i-ental value that value could 
be expressed as a fixed quantity of produce j the cash value of this could be 
readjusted simultaneously over more than one district. 

Q. 100. — The gross income of a working agriculturist, from agriculture, 
in 'this district, is Rs. 350 on the assumptions made in the last Settlement 
Report (1923). The net income, after paying cultivation expenses includ- 
ing cost of living of the ciiltivator, is Rs. 125, out of which he has to pay 
Rs. 50 as land i-evenuo (including waier-ratc). It would not be practicable 
for a taxing officer to ascertain with, accuracy the income of every individual 
agriculturist, but he could frame an estimate for classes of agriciTlturists. I 
doubt whether the exemption of incomes below the subsistence level would 
induce the further fractionisation of holdings which is duo primarily to the 
Buddhist Law of Inheritance. 

Q. 101. — ^The existing law relating to transfers is a long way in advance 
of public opinion and is largely inoperative for that reason. I do not consi- 
der that further restrictions upon transfers would be more effective. 

Q. 102. — ^The difficulty is that, unless Government is prepared -to ad- 
vance large sums to get waste land newly brought under an- irrigation 
scheme cleared ajul prepared for cultivation, the pioneers will bo slow to come 
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forward, and those Avho do appear will be mined by having to borrow money 
from usurers wlio want large and immediate returns. Tlio problem is being 
tackled by the Colonisation Department. 

Q. 103. — municipality is not a suitable body to control agricultural 
land, and agricultural land within a municipality should be assessed on 
IJi’inciples similar to those applied to adjoining land outside the municipality, 
the proceeds less cost of cultivation and administration charges being credited 
to the municipality. 

Q. , 104. — The incidence should be arrived at by dividing land revenue 
by the total number of workeis engaged in cultivation [Imperial Table 
XVn, Part ri, Clause A, Snb-clanso I (b). Order Tl-a, Groups 3-7] and by 
the net cultivated area. 

The advantage of these is vhat the figures are based on actual enumer- 
ation. The objections to the methods suggested are — 

(1) The proportion of agricultural to n on-agricultural population varies 
in different provinces. 

(2) The proiiortion of occupied area uncultivated varies from province 
to province. 

(3) Soil units are not understood ermrywhere. 

(4) The pitch of rent or annual value depends largely on the method 
and person employed to record them. 

(5) The value assigned to gross and net produee are not uniform 
from province to province or even from district to district. 


Mr. Seai'Ie gave or-al evidence as follows 

The President. Q. — You are the Settlement Officer, No. 3 Party, 
Mandalay ? 

A. — ^Yes, Sir, 

The Maharajadhiraja Pahadnr of Bnrdwan. Q. — In reply to Q. 98, you say 
th.at j’ou consider the criticism incorrect. You sa.v also, "Government goes 
to very great trouble and expense to ascertain profits to the cultivators 
from different kinds of cultivation and different crops before it fixes its 
demand.” Would you kindly tell us what is the criterion on which Govern- 
ment goes to arrive at the margin of profit which is left to the cultivator.^ 

A. — Government aims at attaining an estimate of the net i^roduce 
of various classes of laud, that is to say, on paddy land thev aim at attain- 
ing an estimate of the net produce from three or four different classes of 
paddy lands separately. 

Q, — ^Having ascertained the net produce, what is the percentage of 
assessment that the Government takes on itP 

A. — ^The percentage varies from district to district, hut the latest orders 
are that it is not to exceed half the net, or, as it is now called, the rental 
produee. 

Q. — In other words, in no case the Government’s share is to be more 
than 50 per cent, but on average how much does it work out to? 

A. — That is difficult to say, because the percentage varies from district 
to district, hut I should say it was less than one-third. 

Q. — Then you mention that it ascertains the profit from different croivs. 
How do you arrive at itp Supposing now there was jowor and there was 
paddy, what would be the average not produce say' for 10 acres of ioirnr 
and io acres of paddy Is jowar grown ui your place? 

A. — Yery little. 

Q. — Is there any crop which you can give us as an instance? YHiat 

are the differences in the rates? Supposing there ai-e two kinds of paddy- 

lands, w'hat would one produce and what would the other produce in the 
10 aci-es ? ^ 

A. — Theoretically, the rate is always the same fraction of the net pro- 
duce and is ai-rived at by finding out the value of the crop and deducting 

the cost of cultiv,ation and those two factors vary- with the crop, 
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Dr. Syder, Q. — ^You say you arrive at tlie net produce by calculating 
the value of the crop viinitj the cost of cultivation. What would 3’ou include 
in the' cost of cultivation? 

'A. — Until recently the cost of cultivation included what maj' roughly 
be tei’med the out-of-pocket expenses, with certain allowances for cattle 
replacements. It now aims at being the full cost of the cultivation including . 
' the allowance for the - cultivator’s labour and that of his family and the 
cost of feeding and purchasiiig his cattle. 

ti The Maliarajadlm-aja Bahadur 0/ Burdwan. Q. — ^But how in the different 
kinds of paddy, does this cost which you deduct from the net produce differ, 
because it is a different kind of paddy that is grown, or because the land is 
different and requires more cultivation or more expenses.? Supiiosing- there 
is A class and B class paddy and 10 acres of A and 10 acres of B, and in 
the A class the net produce is 50 and in the B class it is 60. "What I want 
to get at is, is there any difference in the cost of cultivation owing to the 
class of land? 

A. — ^Yes, because the class of land may vary both in the kind of soil 
and in the facilities for irrigation or freedom from flooding or in other 
respects in which it is affected by its nature or situation. 

Q. — ^It seems to me from the evidence tendered before the Committee, 
that what seems to be a most complicated system, in actual practice is quite 
simple. 

A. — ^Yes, it is simpler than it appears to be because one starts by cal- 
culating on the most representative class and varying the cost of cultivation-' 
with reference to the differences from that representative class. 

The President. Q. — The factors are the outturn'^ and the prices. 

A. — Certainly. I think I have mentioned that the outturn would vary. 
In any case, it would ■Imry in different classes of land, and also the prices 
to be obtained for the paddy would vary with the suitability of the soil 
for growing paddy. Poorer land produces paddy which would give lower 
weight and therefore sells for a lower price. It not only produces a lower 
yield by measurement, but also a poorer kind of paddy and therefore it 
fetches a lower price. 

Dr. Hyder. Q. — ^How do you arrive at the calculation of cost of 
cultivation ? 

A. — That is tlie most difficult part of the whole business. After the 
report was sent up, the sj'stem of calculation was changed. The system 
on which I have been working personally is to ascertain the current rates 
of hire for all the operations connected with tlie crop. 

Q. — ^And then to' ascertain the total number of working days necessary? 

A. — ^Yes, and the rate per day and the total number of persons required 
to grow the paddy. 

Q. — ^You would also assume a period of normal life for cattle? 

A. — ^That is one wajn _ The way I did was this. I took into account 
the hire of a man with his bullocks and I took it that his remuneration 
covered interest on the capital which he expended in purchasing those ani- 
mals and feeding them. 

Q. — ^The hire for the man and the bullocks? 

A. — ^Yes. It is very difficult to calculate how much it costs j3o- buy and 
feed cattle and spread it over a number of j-ears. I tried that way also. 
IVe collected statistics, for instance, of the average total life and working 
life of cattle, and the figures for the usual mortality and "for losses by 
epidemics. 

The Maharajadlnraja Bahadur of Burdican. Q. — In a holding do you get 
holdings combining paddy lands and other kind of lands, for instance, garden 
land, etc. ? , 

A. — No, by holding in Burma, we mean land of one kind which would 
mean either paddy laud or garden land. 

Q. — Supposing one man had a holding of 10 acres, you mean that that 
10 acres would be either garden land or paddy land? 

A. — ^Bach class would form a separate holding for our purposes. 

VI— 16 
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Dr. Paranjpye. Q. — We are toM of an instance of this sort. Supposing 
10 acres of land are charged for rice at a settlement, and after some years 
the cultivator chooses to groiv tobacco within the period of settlement of 
20 years, you would begin to charge from the year he would grow tobacco 
at different rates, so that your land revenue would at once chance within 
the period of set dement. 

A. — Yes. The soil class rate, as we call it, would be the paddy rate and 
if he grows a crop other than paddy he would be charged the appropriate 
crojj rate. 

Q. — Supposing he grew a crop less valuable than the paddy, would 
you reduce his assessment? 

A. — There would be different rates for that. 

Q. — Supposing he ‘leaves his land fallow? 

A. — ^It is usually not assessed. There are nominal rates in Lower 
Burma and in Upper Burma it is not assessed at all. Assessment is always 
on the cultivated land and usually on the matured crop. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^You say with regard to 
Q 98 (1) “Government ^oes to very great trouble and expense to ascer- 
tain profits to the cultivators from different kinds of cultivation and 
different crops before it fixes its demand; whether the results obtained are 
worth the outlay of so much labour and money is open to question, but it can- 
not be said that the cultivator's abilitj' to pay is ignored.” I would like you 
to kindly explain to us what you mean by that. 

A. — ^These investigations into the balance left after deducting the cost 
of production from the gross value very often give disappointing results, 
especially in cases where cultivation is not the only source of income. Wlien 
that occurs, it is inqjossible to justify the rate by saying that it is the 
prescribed fraction of the net produce. 

Sir Percy Thompson. Q. — Wliy does that arise? 

A. — ^Because you find that the cultivator on your statistics is apparently 
cultivating at a loss, of course, taking an extreme case, or ndth a small 
margin of profit. 

Q. — He might be cultivating at a loss. If the gross produce is worth 
more than the cost of cultivation there must be a plus to him. 

A. — Certainly, but it depends upon liis" circumstances and with . the 
means at our disposal it is difficult to ascertain. It may be worth while 
to cultivate padd 3 ' apparently at a loss and to make up the difference by 
non-agricultural occupations. 

Q. — How? 

A. — ^It cannot be really a loss, but there must be some defect in cal- 
culating the value of the paddy to him on the spot. 

Q. — Do 3 'ou think there are lands which have no rental value? 

A. — ^Apparently there are some. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^In such lands does 
Government reduce the rental value? 

A. — ^I suppose 5 mu would conclude that the statistics are incorrect. 

Sir Percy Thompson. Q. — Surely the land on the margin of cultivation 
would have no rental value. 

A.— Yes. 

Q. — ^Then^j'ou ought to put down its rental produce as nil. 

A.— Yes. 

Dr. 3yder. Q. — ^There is no case of margin of cultivation, but there may 
be a margin of profitable expenditure, that is to say, all lands may pay rents, 
and there may be no such thing as land on the margin of cultivation, but 
there may be a margin of the application, of labour and capital. 

Sir Percy Thompson (explaining). — ^Land is on the margin of cultiva- 
tion when the cost of cultirmtion is just equal to the produce you get; 
when the value of the crops exceeds the cost of cultivation the difference is 
rent. If by hypothesis the cost of cultivation is equal to or greater than 
the value of produce, the rental value is nil. At anj' rate, the economic 
person won’t go on cultivating land which is not profitable. 
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labour -would cost so much if the labourers -ivere doing that work entire^’ 
for the particular daj'. On the other hand, the man probably earns his 
daily wage elsewhere and in his spare time works at agriculture. 

A. — ^That is what I was trying to indicate when I was talking about non- 
agricultxiral employment. Perhaps I put it badly and the correct way to 
put it is that he cultivates the lands as a hobb 5 ' and earns his li-ving by 
non-agricultural means. 

8h' Percy Thompson. Q. — ^If he cultivates his land as a hobby and 
earns his livelihood elsewhere, would you charge him land revenue? 

The Hon’ble Sai'dar Jogendra Singh (interrupting). Q. — ^What is the 
percentage of such cases on the margin of cultivation, taldng your particular 
area P 

A. — I am afraid that I cannot give you the figures of that. 

The Prcsideijt. Q. — Is it not the fact that there is a good deal of land 
which shields crops during a year of good rainfall and in other years is left 
uncultivated? 

A. — Certainly. 

Sir Percy Thompson. Q. — ^How does he know it is going to be a good 
year or a bad year? 

A. — ^Well, he looks at the sky. If the monsoon starts well, then they 
go on with it. 

The Son^hle Sardar Jogendra Singh. Q. — ^You do not classify land as 
good, bad, etc., and charge separate assessment? ^ 

A. — ^Yes. Within the paddy land some is classed as good land, some as 
bad and some indifferent. 

The Maharajadhiraja Bahadur of Burdman. Q. — ^You say that “if the 
assessment were based on rental value, that value could be expressed as a 
fixed qdantity of produce; the cash value of this could be readjusted simul- 
taneously over more than one district”. I take it that the Settlement Officer 
would stop at the stage of calculating the i-ental produce. 

A. — ^I think it would be possible, if the rental value were expressed as 
a quantity of produce, to convert that amount of produce at any rate 
whicli the Government pleases from time to time. 

The President. Q. — ^That suggestion is designed to secure a uniform 
valuation throughout the province and then you would have a unifoim 
rate. 

A. — ^Yes, that is the idea. 

The Bon’ hie Sardar Jogendra Singh. Q. — How do you arrive at your 
pi-ices at a settlement? 

A. — The prices are usually calculated on the average of the prices for 
the last 20 years. 

The President. Q. — You mean the last 20 non-famine years? 

A. — ^Yes, the instructions are to leave out the abnormal years. 

Sir Percy Thompson. Q. — You say -the percentage taken of rental produce 
varies in different districts. Is it merely because the percentages have been 
reduced when the settlement comes? 

A. — ^At a new settlement the percentage might be different from that in 
an adjoining district. 

Q. — Take, for example, two districts, coming under settlement together, 
is it possible that you might have two different rates? 

A. — Certainly. 

Q.'-How do you justify the differentiation? 

A. — ^When fixing the rates, one has to take into consideration things 
other than the fraction, for instance, the existing revenue. 

Q. — You mean you must not increase more than a certain amoimt? 

A.— Yes.. 

Q. — Is that the only factor? 

A. — ^No. There are other factors, the personal knowledge of the Settle- 
ment Officer which might lead him to distrust his own figures. 
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— ^\Vliy not correct tliem? 

A. — ^Tho figures are colloctocl for hiiu, and ho could fudge them, but I 
suppose it will be more honest to i>rint them as they are collected. 

The President. Q. — You say it dei)ends upon the idiosyncrasy of the ’ 
Settlement Officer. 

A. — That is why comparatively high paid officers of Government are put 
on to this work. 

Sir Percy Thompson. Q. — ^You might have two similar pieces of land in 
two different disti;jcts, one is charged at Es. 30 and one is cuarged at Es. 40. 
What will the man who is charged E.s. 40 sayp Won’t he object? 

A. — I am afraid very few peojilc road the settlement reports. I think 
one must have settlement experience to understand these matters. 

The President. Q. — One of the difficult problems for us is to aiwivo at 
any sort of compai'ison of the incidence of land revenue in different 
provinces. 

A. — see. 

Dr. Ryder. Q — On 99, will you please toll mo if I understand right? 
Sa 5 ' the rent or the lental value cf a holding is 20 baskets of rice, that is the 
rental produce. Your idea is that the Government should take, say, one- 
half, one-forth or one-fifth and then you would extend this one-half or one- 
fourth or one-fifth to all the districts of Burma? 

A. — Yes. 

Q. — ^Thoii you will say that this year Government will collect one-half 
or one-fourth or one-fifth, the price being such and such? 

A. — ^My idea is the fraction taken .should remain constant but the con- 
version prices should vary when tlio Government wished. 

Q. — ^Because of a change in price? You are going to multiply 
one-fourth of the not produce, that is, one-quarter of 20, i.e., 5, by the 
price prevailing in that particular 5 'ear. 

A. — ^Yes, that would got over the difficulty of different conversion prices 
in adjoining districts. You would have to adjust the export iirices according 
to the distance from Eangoon. The price of paddy, taking it all round, 
is ruled by the export price. 

Q. — ^Do they get a steady level with minor fluctuations in the twelve 
months, I mean the export price of paddy of a iiarticular kind in Ean- 
goon? 

A. — I should say that there would bo considerable variations. 

Q. — Seasonal variations ? 

A. — Yes; the price usually starts rather low and then rises until it finds 
its level, depending on the outside demand, 

Q. — Supposing you have tliis system, how would j'ou get over the 
difficulty, that you will have evoi’j’ year to send out instructions to j’our 
headmen'that the land revenue for each cultivator is so much? The cultivator 
will not know how much he has to pay. 

A. — I do not contemplate that the rate should be changed every year, 
but I point out that that is one way of ensuring that there is an equality 
of conversion prices over the iirovinco. It iVould not bo necessary, of 
course, to tell the headmen, because the tax tickets are prepared in the 
Deputy Commissioner’s office and they would convert it, and the assessees 
would know when they have the tax ticket. 

The MaharajaJhbaja Pahudvr of JSurdwan. Q. — ^In your reply to Q. 
100 you say that you doubt whether the exemption of incomes below the sub- 
sistence level would induce the further fractionisation of holdings, which is 
due primarily to the Buddhist Law of Inheritance. Gan you tell us briefly 
what the Buddhist .Law of Inheritance is? 

A. — ^I am afraid I am not an authority on Buddhist law. But roughly, 
every child, male or female, is entitled to an equal share of the inhei’itance. 

Dr. Ryder. Q. — Is the eldest son entitled to something more than his 
share? 

A. — 1 believe that is so in law, but popular opinion seems to bo against 
that. 
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The Maharajadhiraja Bahadur of Burdwan. Q. — Supposing a man liad 
five children and he had 10 acres ot land, the amount each gets would be 
2 acres P 

A. — Yes, unless they come to some agreement among themselves, which 
they usually do. 

Q. — Supposing the holding remains as a whole, would they share the 
produce? 

A. — That is one wayj another is that one of them buys the others out. 

T)v. TTyder. Q. — Is a girl who marries and leaves lier father’s house 
entitled to the share to which she would have had if she had not married? 

■ A. — I believe so, but I am not an authority. It is many years since I 
had anything to do with civil law. 

The Hon’blc Sardar Jogcndra Singh. Q. — How do you arrive at the 
figure of Hs. 125 as the net income of an agriculturist? Have you any 
details? Does it consist of food for one man or for the family? 

A. — ^That includes the cost of living of the cultivator and his family 
while they are helping him with his .agriculture. 

Q. — Only for a limited number of days? 

A. — ^It is not the total cost of living of the cultivator and his family for 
the whole year. 

Q. — To how many days would 5 'ou limit this? 

A. — That is the average for the whole district for all kinds of cultivation. 
The main crop, i.e., the paddy crop, is cultivated between June and 
December. 

Q. — So you have taken six months’ living for five people in the family; 
it doesn’t seem to be a very large figure for any family to be able to live on 
and pay Rs. 50 as land revenue. 

2)r. llyder. Q. — You include the cost of the man and his family for six 
months ? 

A. — ^No, this figure refers to all cultivation in the district, some of 
which takes less than six months. 

Q. — 1 was trying to get an idea as to how many days’ labour is included 
in this estimate. 

A. — ^I should think the average would be between 4 and 5 months, but 
not every day of these 4 and 5 months; because the Burman cultivator does 
not work every day. 

The Hon’ hie Sardar Jogcndra Singh. Q. — Is the cultivator in Burma 
ever able to get away for any length of time? 

A. — He goes off and gets firewood from the jungle, hut not at any long 
distance. He cannot get away for months from the fields. 

The Maharajadhiraja Bahadur of Burdwan. Q. — In the course of your 
answer to Q. 102 , where you mention the difficulty relating to waste lauds 
being cleared and prepared foi cultivation, you go on to say that the 
problem is being tackled by rue Colonization Department. It there any 
new Bill for this colonization? 

A. — ^I believe that something is being done about having Government 
estates, but I have no details. I believe money is being advanced under 
the Agriculturists’ Loans Act. 

Q. — Can you give us any idea as to what this new Bill is? 

A. — ^I have not seen a draft of it. I imagine the idea is to tempt people 
to come to the land and to give them money to start cultivation. 

Q. — ^What are Government estates? v 

A. — There aren’t any at present, but waste and uncultivated lands in 
Burma are nearly always State lands and the idea, as far as I know, is 
that Government should bo entitled to any rent that can be got from such 
land and that they should administer the land directly instead of alloudng 
it to get into the hands of landlords. 

The President. Q. — ^You will take something approaching rack rent? 

A. — ^I suppose it will work up, not to rack rent, but to an economic 
rent. • 
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Q. — In reply to Q. 104 you say that the incidence should he arrived 
at by dividing land revenue in two waj's, by the total number of workers 
engaged^ in cultivation and by the net area cultivated. 

A. — These are alternatives. 

Q. — You do not like the idea of the pitch of rent or annual value, because 
it depends largely on the method and person employed to record them? 

A. — ^My experience is that the revenue surveyor, who is the ordinary 
person employed in Burma to record rents, is incapable of doing so properly. 

Q. — ^Mr. Rees, in answer to the same question, says that he considers 
(4) the best test, as rents are fixed by economic laws and would thus giro 
the same standard everywhere. 

A. — ^Yes, I agree with that. My point is that we have not at present 
sufficient trained men to get at those rents. 

Q. — Can’t j'ou get it from the records in the registration offices P 

A. — ^Yes, the Settlement Officer in charge is capable of finding out fairly 
accurately what the rents are. 

Q. — Mr. Rees, in his answer to Q. 97, says that land tax is jiassed 
on to the consumer. Do you agree with that? 

A. — I should think so probably. 

Br. Kyder. Q. — Every acre of paddy land or cultivated land is assessed 
to land revenue at so much per acre. Isn’t that soP 

A.— Yes. 

Q. — I should like to understand the argument involved in it, viz., as to 
how it is passed on to the coiisumer. 

A. — ^Presumabl^, the landowner who gets his return by selling the pro- 
duce of his land would aim at raising the price against the consumer in 
order to cover the revenue which he has to pay. 

Sir Percy Thompson. Q. — He cannot do it. He -will be up against the 
world price. Surely the essence of rent is that it cannot be passed on, 

A. — There is the local customer to be considered. 

The President. Q. — Do you agree with Mr. Rees’ statement in his answer 
to Q. 98 that the cost of collecting land revenue is in many districts far 
higher than is des'rablep 

A. — Yes ; while I am on that, may I correct the figures I have given 
in 98 (4) of my answer. The percentage should be 5 or 6 and not 15 or 16. 

Q. — ^In reply to Q. 123, ftir. Rees .says that the acreage duty on tobacco 
works well. Do j'ni agree witli that? 

A. — ^It works well from the revenue collecting point of view. 

Q. — ^Would it be appropriate to extend that to all tobacco grown in the 
province ? 

• A. — ^I do not know what he meant by the acreage duty. This so-called 
acreage duty is simpl 5 ' a crop rate on tobacco- and it applies to all tobacco 
grown in the province. 

Q. — ^But Mr. Rees says in his^ answer to Q. 125 that he would recom- 
mend the taxing of tobacco by putting on a light acreage dutj^ which 
would vai-y with different classes of soil. It has been suggested to us that 
the simplest way of getting a tax on tobacco is to levy it in the form 
of an indirect excise. Would it be easy in this province to make your crop 
rate universal? 

A. — It depends on the system of land records you have got in this 
province. In this province we have 16 in. to the mile maps of all cultivated 
areas showing eacli individual field and the area of any field which is 
cultivated with tobacco is accurate^ known from an area statement which 
is also maintained for each field, so that the assessment of the acreage duty 
presents no difficulties. If these maps and area statements were not available, 
it would probably absorb a great amount of the duty to find out what areas 
you have to tax. 

Sir Percy Thompson. Q. — ^IWicreas at the present moment your crop 
rate is fixed, if it was really going to be a tax on the quantity of the tobacco 
grown, you would have to go much more deeply into it. 

A. — Yes, certainly if you were aiming at making the tax productive. 
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Q.— Even if you were going to put a moderate duty on tlie tobacco 
grown for consumption, it comes from a particular area and the rates would 
vary according to the soil, situation, etc. 

A.— I should not have thought it differed more than other crops grown 
on similar soil. 

Q. — ^We have been told that the yield of an acre of tobacco varies in 
different parts of the country. 

A. — It does, but surely it applies to all the other crops grown on island 
land which is subject to annual change. At present it is not an excise 
duty. 

Q. — understand the diffei'ential rate would work out to roughly Es. 2 
an acre over and above the ordinary crop rate. 

A. — ^There is no differential rate as far as my experience goes. What 
happens is that* on island lands in the province, i.e., on lands inundated 
by the Irrawaddy river, it is impossible to i^ut a soil-class rate, because 
the soil changes from year to j'ear, depending on the strength of the current 
which passes over it. Conseqtiently, instead of having a flat rate for all 
kinds of cultivation, you have differing rates for differing crops. 

Q. — This report on the land revenue sj’stem of Burma contemplates a 
crop' rate in cases where there is a land revenue assessed on land. It says 
“Soil rates were adopted, and it is now the general practice and apparently 
the accepted principle that a subsidiary crop shall only be separately assessed 
on rice land when the main crop fails, and that crop rates shall only be 
imposed in impermanent soil, or where especially valuable crops, such as 
betel, vine, onions, tobacco and sometimes plantains, occupy a limited but 
considerable area.” We were told this morning that if at the land revenue 
settlement the rate was Es. 5 an acre, and after the tenth year of settlement 
you allow tobacco to be grown, there would be an extra rate. 

A. — ^Not an extra rate, but a different rate. Supposing the rate which 
has been going on for ten years was Es. 2-8-0 an acre on the assumption 
that the land was going to grow millet and instead of growing millet you 
grew tobacco, you would have to pay a rate of Es. 5. It would apply not 
. only to millet, but to all other crops not actually specified. The same thing 
is done, of coxtrse, with other valuable crops like sugarcane. 


Mr. T. COTJI’SB;, I.O.S., Commissioner, Mandalay Division, Burma, 

was next examined. 


Written m.emorandtim of Mr. Couper. 

Q. 96. — By tax, I understand, a demand which the State makes from a 
member and wh'ch the member must pay by some means or other. By rent, 
I understand, the difference in. the outturn of two pieces of land of the 
same area when cultivated in the same way, a difference which is the 
result of natural conditions. 

As I have explained above, the Settlement Officer in Burma divides the 
land into different classes of fertility and finds the net outturn of each 
class. The difference between the net outturn of one class and another is 
rent and when he takes a part of this as land revenue assessment, be 
imposes a tax or rent. As regards the class of land with the lowest net 
outturn no rent can exist. No one will work this land unless it will yield 
him as good as a return as he can get by working as a labourer. The 
assessment which a Settlement Officer imposes on such land is, therefore, 
not a tax on rent but a tax on wages. 

Q. 97 . — As explained above, a fourth of the net return is the standard 
assessment. Although in practice a lower fraction may be taken, the 
assessment is yet considerable and affects the saving power of_ the_ tax-payer. 
But even if he could save more, the landlord would not ordinarily put the 
savings into the land in the shape of manure, bunds and drainage. He is 
much more likely to emploj' it by trading in cattle, produce or other goods 
or by purchasing more land. 

The cultivator wants security above all. He is much harassed at present 
by the outbreak of crime. It is a seidous matter to him when his cattle are 
stolen or his crop is purloined on the threshing floor, 
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Tlio rise in the cost of prodxiction and of living has affected him much 
more than tho land tax which is .assessed at the same rates for twenty 5 ’cars. 
Although ho gets higher prices for his produce than ho did before the war, 
tho increase docs not offset tho increase in the cost of agricultural 
implements, food aiid clothes. Tho price of articles which compote with 
imported ai’ticlcs has risen more than the price of articles produced in tho 
country and not exposed to competition from imported articles. J suppose 
that -this is attrihutahlo to tho enhanced customs tariff. 

In Burma tho cultivator has to leave his land after haiwost and reside 
in tho village. This prevents him making tho best use of his land. The 
rule will probably bo altered before long. 

Q. 98. — (a) TIio settlement of land revenue in Burma has, until recently, 
been made roughly ns follows: — 

(i) All occupied land has boon demarcated into blocks averaging 
one square mile, and these blocks have been surveyed on thb scale of sixteen 
inches to tho mile. Every field in the block has been mapped, however 
small it may bo. 

(ii) Tho Sottlomcnt Officer has every fifteen or twenty years visited 
each block and has divided tho occupied land in each block into soil classes 
according to fertility and has found out tho average outturn of each class 
of land. 

(iii) Ho has found out by inquiry what tho nverngo cost of 
cultivating each class of land is. 

(iv) Ho has found out uhat tho market iirico of produce has boon 
on tho average in each Inrin. 

(v) He has then groujicd into assossinont tracts those survey blocks 
in which tho average outturns arc tho same and in which tho average prices 
are tho same or nearly tho same. 

(vi) Working on tho average price in tho tract ho has converted 
tho average outturns per acre into money and deducting tho cost of pro- 
duction per acre, ho has found tho net return iior acre left to tho occupier. 
Ho has then fixed tho ns.sessmont which each class of land is to pay. Ho has 
usually boon forbidden to take as rovonuo more than one quarter of the 
not return. If much of tho land in tho tract i.s left to tenants ho has looked 
at tho rents paid to see wiiother they indicato that tho a.sscssment ns based 
on tho calculated net outturn i.s unreasonable. 

(b) Adam Smith’s first canon is that each man .should pay according to 
tho revenue which ho enjoys. The system described above satisfies this 
criterion, for every occupier contributes in proportion to what remains to him 
after he has paid tho cost of production. 

(c) Tho second c.anon is tho canon of ccrtnint 3 ': tho time and 
manner of payment and tho amount to bo paid .should bo clear and 
plain to tho person who has to pay tho tax and to ovorj’ one else. Tho 
main rice crop, tho cotton croj), tho ground-nut crop, much of tho sossamum 
crop, are harvested between November and January, and tho land revenue 
falls due for payment on the 15th February,, a date which over.v one knows or 
can know. The assossmojit is demanded from the tax-paj'or bj’ tho village 
headman and must ho paid within ten daj's of the demand. This also is 
known to every one and in Ihe.so two ro.spects tho criterion is satisfied. 

But as regards certainty in, tho amount to bo paid it is not satisfied. 
For tho assessment, though the rntes_ on each- field aro settled, is not a 
sum fixed on a field to be paid 3 ’oar in, yo.ar out. In Lower Burma land 
which a cultivating owner loaves unworked is assessed at a nominal f.nllow 
rate of two annas an acre. Over most of Upper Burma not onlj' is 
unworked land not assessed at all, but all land which, in tho opinion of 
tho Bevonuo Surveyor who maintains tho Survey Block map and prepares 
the annual assessment roll, has produced a crop below one-fourth of tho 
average outturn, is exempted by him from a.ssessinont. If tho outturn is 
bad, btit not loss than a fourth, then tho occupier can got remission, of 
part of tho assessment on application. Thus neither in Lower Burma nor 
in Upper Burma is tho amount which ho has to pay clear and plain in 
anj' year. 

(d) Tho third canon is that of convenience in timo and manner of 
payment. 

As noted above tho village headman demands payment from tho 
assesseo and even if ho {?oes to tho headman’s house to pay this cannot 
put the assessee to much inconvenience. Also as explained above, payment 
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is denianclecl a month or more after harvest ivhen the tax-payer lias had tlie 
opjiortunity of selling part of his crop and of providing himself with money 
to pay the tax. 

(o) Tlie fohrth canon is that no more should bo taken out of the tax- 
payer than goes into the treasury. 

. (i) The land revenue assessment in 1923-24 amounted to Es. 3,56,09,000. 

Of this amount, Es. 20,17,000 were remitted for had crops and Bs. 6,94,000 
were uncollected at the close of the 5 'ear. That is to saj', Es. 3,29,00,000 were 
collected within the year. The cost of assessing 356 lakhs was Es. 21,63,000, 
and the cost of collecting .329 lakhs was Bs. 20,00,000, in other words the 
cost of administration and collection wa.’. under 12 per cent of the assessment. 

(ii) The beginning of the land revenue collection at the end of 
Fehi-uarj' is usually accompanied hj’ a fall in the market price of iinhusked 
rice; the necessity of paying the land revenue throws large quantities on the 
market at one time and the buyer profits at the expense of the seller. 

(iii) ’Revenue Surveyors are' paid perhaps Es. 50 a month on an 
avei-age and are human. In Upjjer Burma especiallj' they are often ready 
for a consideration to omit from assessment fields Avhich should be assessed. 
IVhen this is discovered, a reassessment is made and the tax-payer has to 
pay the correct assessment in addition to losing the consideration given to 
the Suiweyor. 

(iv) Tax-paj'ers, so far as I know, do not like the visits of the 
Eevonue Surveyor. Even if honest, he is fallible, and if thej’ do not accom- 
pany him on his visits to their fields, he may make mi.stakes. His visits are. 
therefore, liable to cause vexation and anxiety. 

(f) Over much of Lower Burma crops are secure. Tn such localities a 
fixed assessment should be placed on each holding to be paid year in, year 
out, unless on application made by the occupier for a fallow rate. Lf this 
course were adopted, the Revenue Surveyor would no longer be required or 
at least a smaller number would be required and the cost of assessment would 
be i-educed.' Reference is invited to paragraph 223 in the Report of the 
Burma Land Revenue Committee, 1922. 

In Upper Burma the present sy.stem fails in so far ns Revenue 
Surveyors do not work it honestly. An experiment should be made in fixed 
Jiolding assessment in the dry zone also; in bad years suspension of the 
demand should be admissible. 

Although I have quoted figures for the cost of assessment and collec- 
tion, this is not an accurate mannei' of speech. 3'he Revenue Surveyor 
maintains a register of occupation, which is useful as pi’oviding a means of 
proving title, and in part the cost of assessjnent should properly be debited 
to the head “land registry”. Again the cost of collection represents- com- 
mission paid to village headmen and this commission is their remuneration 
not merely for collecting revenue, but for all the administrative and 
G.xecutivo duties which they have to perform. 

Q. 99. — The price of produce in Rangoon governs the price throughout 
the province. Tt has been the practice for Settlement Officers to assume as 
the price on which to base rates of assessment the average of the twenty years 
preceding the settlement excluding abnormal years. The average price of 
paddy in Rangoon in February between 1920-23 was Es. 176. Between 
1911-14 it was Es. 132. Between 1900 and 1910 the price rose from about 
Rs. 90 to Es. 120. TherefoVe, .a district which was settled for 20 years in 
1907. when the average price was about Es. 100 has been assessed more lightly 
than a district settled in 1914 when the x>i'ice was about Es. 107. 

Tlie cultivators in such two districts received to this extent unequal 
treatinent, but the.y were not inequitabty treated. It is the State which suffers 
when its revenue is fixed for twenty years of rising prices. I can make no 
suggestion hoiv the inequality can be avoided. 

Q. 100. — Rs. 2,000 a year is not the subsistence level. I think that 
the level for a labom-er with a wife and two children in Lower Burma is 
about Es. 240. 

The calculation is as follows; — 

- A labourer, his wife and two children eat eight milk tins of rice a day. 
That is, they eat a basket every sixteen days, . say twenty-three basket? 
a year. At jls; 6 a basket this costs Rs. 1.38. 

V -17 
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Coiuliinents for iho family cost As. 3 a clay, say Us. 70 a year. Clolliing, 
tobacco, botol may bo pxit at a guess at Ils. 30. 

It is practicable for a taxing ofTicor to discover tlio, income ■wliicb an 
agriculturist derives from agriculture. 3Jut if bis bolding is not sufficient 
for bis support, it is not j)racticablo to find out wbat bo and his wife malrc 
by ivorking as labourers by carting or by retail trade or by breeding cattle. 
It would bo unfair that a man who works bis own land of ten acres getting* 
350 baskets paddy should lie taxed, whereas a man who cultivated five acres 
of inferior land getting only 100 baskets and making bis living in other ways 
than cultivation '.shonlcl escape a land JLax altogether. If a sidisistonco level 
wore fixed and if a net return below that subsistence level carried exemption 
from taxation, it seems to mo probable that large landlords would .split up their 
lioldings into small jiarcols and iirotend that their labourers wore independent 
landlords, so as to claim exemption on the ground th.at the small i)nrcoIs 
produced a net return bclorv the subsistence level. 

Q. 101. — Fractiouisation ariso.s from the ctistom of dividing parcels of 
land crinally among the co-heirs on the owner’s death. It hn.s not so far 
I)ocomo a serious evil in any considerable area of Burma, and I do not 
think any tax should bo imposed on mutations in order to chock it. Such 
a tax would bo I'esontod and legitimately ns it seems to mo. I submit for 
the information of the Committee n note which I wrote in 1917 when the 
question of fragmentation was disen.’^sed at a Jiieeting of the Board _ of 
Agriculture. Though the figni-cs have not been brought up to date, I think 
tlint the note is still substantially true. Its lesson is that whore capital 
is easily, got, fragmentalinn is not found. 

Q. 102. — The i)riiiciplo is to he .seen at work in Upper Burma whore all 
land not hold under jjrivate title before 1891 belongs to the State; that is 
to say although the cudtivator may enter on waste land and bring it under 
cultivation and transfer it. Government may take it in any year from him 
without compensation except for improvements, soon after he ha.s reaped 
Hint year’s (‘rop. This insecurity of tenure frightens away capital and I do 
not think that the principle as applied in this way is satisfactory, except in 
so far as it iireveuts land from passing to the non-agricullurists. 1 agree that 
part of the unearned increment should be secured to the Slate, but I think 
that _ this can hotter ho done by giving jierpetual leasc.s providing for 
revision of rent every thirty yoans and with a covenant that alionalion to 
a non-agriculturist for more than ton .veal's shall not ho pormi.s,sihlo. 

Q. 103. — In Upper Burma no land rovonno is collected in towns unless it 
is cnitivalod ; fallow land incbiding hind under buildings is not a.ssessed. 
In Ijowor Burma towns land is assc'-'sed to land rovenne except plots not 
oxcoodiiig a quarter of an aero which apportain to hiiildings assessed to a 
mnnieipal area or rental tax. Both in Upper and Lower Biirnin, lands 
over wliich private rights valid against Governmciil have not boon acquired 
is usually let on a long lease at a stipulated vent, and land revenue is not 
usuallj- domandod in addition to rent. 

It does not seem to mo worth while to alter the law in Uppor 'Burma 
merely to secure uniformity with Lower Burma in a.ssossmcnt to land 
rovonno in towns, for the amount involved is siimll. Nor do I think 

that local aulhoritios .should ho jicrmittod to levy land revenno at their 
discretion. "Whoro local autlioritics have contrihntod b.v exponditnro to 

improve the amenitie.s of land which Government loasC'. for vent, a part of 

tlio rent should ho credited to the local authority. 

Q. 104, — Method (1) will he nnsatisfnctor.v, if for no other reason than 
that varying percentages of the poinilatioii in difiorciit provinces will not 
bo agriculturists. ^Method (2) will not suit Upper Burma whoro much of 
the occupied area is not assessed annnnll.v. In Burma the soil unit .sjstom 
is not used. So method (3) must ho ruled out. As regards (4), rents" may 
be high in one province in consequence of over-population and low iii 

another province where population is scanty ; in such circumstances, a 
comparison of the percentage borne by the nsscssmont to rents will not 
show whether the two provinces are fairly nssos.sed. Jfothod (.5) seems to me 
most snitahlo ; whoro llie not return to the occupier is known a comparison 
of tlio percentage of the assessment to that return will .show the compai'ativo 
equity of the assessment provided that the level of suhsi-stenco in both 
provinces is approximately the same and that the method of reaching iho 
net return is the same. 
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ITote by Mr. Coiiper on the size and distribution of land holding's 
in Burma as affecting" agricultiu’e. 


in the deltaic plain of Lon'cr Buiana with its facilities for export, ready 
access to capital and inuch cultivation of only recent date, the area of rice- 
growing land which is owned or cultivated by one man ranges, as averaged 
over with tracts within districts, from 16 to 85 acres. These holdings are as 
often as not compact blochs; when not within a ring fence they are 
composed usually of not more than two cadastral parcels of land. Whatever 
their disadvantages, minute subdivision is not one. It is often aUeged 
that 'they are too large for the resources of their omier or tenant to cultivate 
efficiently. If so, his remedy is easy. 

In other Lower Burma districts, most of which lie along the sea coast 
and in which the arable area is much l)roken up and is small in comparison 
with the unculturable waste, with baclcward communications and a restricted 
supply of capital, the area of the average holding of rice land varies from 
7 to 20 acres. Holdings are largolj’ inade up of scattered ijieces. In one 
district the average cadastral parcel is 4.35 acres, in another 5.80. Over a 
large part of a third, the Kyaukpyu district, it is even much smaller, ranging 
from 1.14 to 2.42 acres. 


In the central zone of the province where cultivation is stable and 
long established, the rainfall precarious, export markets at a distance, little 
capital available, and where the cultivator grows crops for his own con- 
sumption to a much larger extent than in the deltaic i^lain, the rice land 
owned by one man ranges from 7 to 12 acres. 'J'his is seldom a compact 
area; the average parcel varies from 1.54 to 4.12 acres. In the uplands 
growing dry crops the average holding is larger and runs from 11 to 18 acres. 
But it too is often made up of scattered and separately cultivated plots, 
not however so small as the parcels in a holding of wet land. A cultivator 
often owns both rice fields and _ui)land, so that his holding may comprise 
in the aggregate six or more pieces of land at considerable distance from 
onq another. 

Subdivision arises from the custom of partitioning equally the parents' 
estates among the sons and daughters. Burman Buddliist Law allows the 
eldest son a larger share than the other children, but custom is strongei' 
than the law, and as a rule the oldest fares like the others. 

At the present time, when the use of machinery is unknown, ijerhaijs 
the chief disadvantage in subdivision is the waste of labour and of time, 
serious in view of the small and unevenly distributed rainfall which is 
involved in moving cattle and implements from one spot to another. Extra 
labourers are needed for the watching of the different plots at harvest, and 
it may be more cattle for timely iiloughing. 

On the other hand, the cutting up of holdings has its compensation. 
For oije thing it makes for harmonioris working with other owners. There 
is no right of way to interior holdings, but neighbours fear to set up 
a legal obstruction when they are themselves exposed to retaliation ii\ 
another ijart of the village tract. * Again every one requires a small 
nursery lor his rice seedlings close to the village, and subdivision for this 
purpose, though the nursery is often less than quarter of aii acre, carries 
little harm with it. More important is the protection afforded in the dry 
zone against a shoi't and capricious rainfall ; diversity of croiis is tho 
cultivator’s insurance and this necessitates a holding comprising different 
soils which can rarely be found together, “ft has been estimated” writo* 
a Settlement Officer, “that the area which a man can prepare with one yoke 
of oxen for the different batches of crops within the time when ploughing 
must be undertaken for each, is as follows; — 


- . For )cotton or early sessamiiin 
For jowetr and late sossaimnu 

For paddy 

For island crops 


4 
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But even where a man holds land suitable for all these crops, it would 
be quite exceptional for the season to admit of his getting tho inaxinium 


* lloimi-t on the Second Settlement of the Meiktila District by 
W. J. Keith, -I.O.S., paragraph 50. 
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ai-ea so-\vii Avitli eacli. If early rains are tardy, cotton and early sessamuni 
are curtailed. A break in July iirevents jjaddy nurseries being smynj even 
if soivn, deficient late" rains or a low river rise precludes their being 
transplanted. IVant of rain in August x-estricts the ax'ea under jowar, 
a late river rise that under island cx'ops.”* * * § 

Though the area of any kind of .soil xvhich a niaxx owxis in the di-y zone 
is nol oi'diixax'ily compact, the ax-ea xrhich ho xx'orks within a soil tx’aot is 
not ixecessarily brokeix. It is cominoix to hire the adjoinixxg plot or to get it 
on xxsixfructuax-y nxox-tgago of at least thx-ee yeax-s’ duration; occasionally 
a title is acquired by exchange. Statistics are wantiixg, but the evils of 
subdixdsion are knoxvn to be apixreciablj' xnitigated by this freedoxn of 
tx-ansfer. 

A recalcitrant co-heir can iixsist on equal partition not niei-ely of the 
whole estate, but of each and every jxarcel of land which the estate coni- 
ixrises, aixd even of evex'y piece of dilfci-cnt auxIuo within that ixarcel. If such 
ixxsistence wei'o the practice, subdivision xvould xxow be much xnox'e minute 
thtixi xt is. But iix general the cultivator has too much sense to push his 
customarj' rights to au extx-eme. Accommodation is the rxxle; one heir 
is bought out, one takes the uixland, another the x-ice fields and so on. Or tho 
estate is xiot ixartitioned, but is held iix common oxniorship and wox’ked by 
each heir in turxi. In tho Kyaukpyu district whore the parcelling of land 
has reached probably greater lengths than in any other part of Buxana, it 
often happens that so many persons have x'ights in the cqmxnon estate that 
the rctux'n of each to xvox'k it comes onlj' once iix a lifetime. t 

A movement is on foot to obtain for tho Burman Buddlxist the unres- 
tricted right to dispose of his propei-ty by will. How far this iiower would 
check subdivision and lead to the formation of hu-ge estates ixx undivided 
private ownership or under monastic control must be conjectural. 

The stamp and rogisti-ation duties on instrumeixts of exchange are 
small aixd it is not likely that their remission or reductiomvould do anything 
to nxake more common the excliango of land. t 

The adiuixiistration of the Village Act makes for subdivision. Tho 
cultivator is xxob permitted to reside on his land all the year round; when 
hax’vest is over ho nxxxst return to the village. Were ho to live on his holding, 
ho would construct permaixent and valuable buildings aixd equipxnent for 
himself and his cattle, and their existence would make it xixore difficult to 
bx-eak up the estate on his doxith. 

Dr. Manix ixx tho article recently reprinted in the Agricxxltural Journal 
of Iixdia ixoints oixt that aix xmroasoning conservatism, imjxcrvious to new 
ideas, is the acconxpaiximeixt of aix excessive cutting up of the land.J 
Judged by this test, subdivision in Burma does xiot stand coxxdomnod. It is 
rather the rcadixxcffS of the cultivator to experiment which calls for censux'e.- 
“So far from being conservative the cultivators of the district apixear to 
lack the necessary caution xvhich xvould xvait and see whether the now seed 
continued to do xvell in its new home and under the different circumstances 
of another season.” § Nowhere in Bxii-ma is the size of the aggregate 
holding so small as to make it uneconomic, and the evils arising from the 
distribution of the component parts do not seem so heavy as to m^e 
legislation necessaxy except perhaps in Kyaukixyu. In view of the feeling 
ol the Upper Burman for his ancestral land, which has been likened to 
the strength of religious sentiment, any measure of rearrangement wlxich 
involves general compulsion, even on a small .scale by way of demonstxaition, 
seems open to grave objection. If and xrhen legislation is thought necassax-y, 
it should probably run on tho lines said to I)c found successful in the Ehine 
provinces of Germany, whoi-o rcdistribuiioii eax-ried out by a Government 
official becomes obligxxtory on all when two-thirds of the" farixxers in tlic- 
commuxie desire it. 


*Saging District Setllement Beport by J/. M. Paxlett, i.o.s., 
paragraph 47. 

tKyaukpyix District Summaiy Settlemont Beport, note by the Deputy 
Comxnissioner. 

tVolunie XII, Part ill, page 457, Ecoxiomics of a Deccan village. 

§ Second Settlexnent of tho kfeiktila Distidct, i»aragx’nph 51, 
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Mr. Couper g’ave oral evidence as follows 

The President. Q. — ^You are the Commissioner of Mandalay Division? 

A.— Yes. 

Q. — ^You were also on special duty to report on the condition of agricul- 
tural labourers last year? 

A. — ^Yes. 

The Maharajadhiraja Bahadur of Biirdwan. Q. — ^In answer to Q. 98 
you have mentioned roughly the methods by whidi the settlement of Burma 
land revenue is made. You say “He has usually been forbidden to take>as 
revenue more than one quarter of the nei return”. Is there any Govern- 
ment order on the subject? 

A. — Tlic Government contends that it can take half; but as a provisional 
standard it limits itself to one quarter. 

(J. — Is there anv ordoi l»j’ the Govoinmont by which the Settlement Offi- 
cer is to be guided? 

A. — I think there is sucii a rule in the Settlement Instructions'' It is a 
long time since i did settloincnt work. 

Dr. Hyder. Q. — Is it due to the fact that in Burma in addition to the 
laud revenue, you have the thafhainedu and iioll-taxP 

A. — ^No; 1 do not think so. Poll-tax is not supiiosod to come out of 
agricultural income. 

Q. — ^The thathamedd does? 

A. — ^It is a tax on the income of the household. Households lyith agri- 
cultural incomes are assessed at a lower rate than households with non- 
agrioultural incomes. 

Q. — And that is so, because they have to pay laud revenue. 

A. — Quite so, in Upper Burma. 

'Q.-^And the limit of one quai'ter is perhaps due to the fact that those 
, households in Upper Burma have got to iiay a sort of income-tax P 

A, — ^No; the one-fourth rule applies to Lower Burma. 

Q. — ^Not to Upper Burma? 

A. — 1 could not answer off-liand whether it applies also to Upper Burma. 

The Blaharajadhiiiiu Bahadur of I'ladxcau. Q. — On page 128 of your 
nolo you say “If the outturn is bad, but not less than a fourth, then the oc- 
cuiiier can get remission of iiart of the assessment on apxilication” . What 
does it mean in practice? 

A. — The Revenue Surveyor goes to the laud with the map and exempts 
that field from assessment altogether if, in his opinion, the outtum is less 
than one-fourth of the normal outturn. If the outtmm is between one-fourth 
and three-fourths then the cultivator has to make an application to the 
'J'ownshixi Officer. The Townshii) Ollicer will then come and look at his 
crop ajid find out what, in his opinion, is the deficiency and will give 
proportionate remission. 

The Fresideni. Q. — Are those powers of remission absolute? Is no 
gazetted officer required to sui>crvi&e? 

A. — The Revenue Surveyor’s work is checked by the Inspector of Laud 
Roeoz'ds and by tho Siipcrjiiiendoiii of Land Records. The Township Officer, 
the Subdivisional Officer and the Doputj Gomniissioner are supposed to 
inspect to a slight oxtoiit. The Revenue Suiweyor has absolute imwer up to 
one-fourth. 

Q. — ^But there is no such rule that remission is not given except by the 
order of tho Deputy Conunissioner or a gazetted officer? 

A. — No, not in the dry zone in Upizoi' Burma where the rainfall is pre- 
carious. 


* Settlemeut instructions No. 19'. 
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Q- — 111 Madras in dry land, the rate being low, no remission is given 
at all except by the order ol the Government or the Board of Revenue. 

A. — The assessment in XTijpcr Burma is fluctuating. 

Q- — ^Does this not give great opportunities for corruption? 

A. — ^Yesj tremendous. 

Q. — ^Are they taken advantage of? 

A.— Yes. 

The Blaharajadhiraja Bahadur of Bwdwan. Q. — ^What is the average 
pay of the Revenue Surveyor? 

A. — ^1 tliink he starts on Rs. 35. Perhaps his average pay is aljout 
Bs. 60. 

Q. — ^How much Government money can a Revenue Surveyor remit? Can 
ho remit Rs. 1,000? 

A. — Oh, yesj easily. 

The President. Q. — Is this why you advocate a fixed assessment on each 
holding? 

A. — Yes j I should like to see that tried as an experiment. 

Q. — That would also be much cheaper? 

A. — ^Yesj the pay of the Revenue Surveyors and the Inspectors would 
be saved. 

The Maharajadhiraja Bahadur of Burdwan. Q. — If it is a fixed assess- 
ment, there will also De IcoS coniiption. 

A. — ^Yes ; I think so. 

The President. Q. — It is rather remarkable that the staff here is 
more expensive than in India, while j'ou have a more elaborate system of 
collecting land revenue owing to the fluctuating assessment. 

A. — The staff is expensive because of the elaboration. 

Q. — ^^Vhat 1 mean is that the charge per head is higher than^ - in 
India. 

A.— Yes. 

Q. — ^Do you consider that the commission to village headmen also is 
unnecessarily heavy? 

A. — Noj they must be well paid; they have a lot of miscellaneous duties. 

Q. — In some ijlaces in Madras the village headman is not paid at all; 
in other places he is paid Rs. 8 and in others Rs. 4. 

A. — ^He is supposed to be the leading man of the village. 

Q. — ^Ile may servo for the honour of the post. 

A. — They do not servo for honour alone, so far as 1 have observed. 

Q. — ^Actually could you not get them to work on a fixed pay? We have 
been told this morning of a case of a cultivator who pays land revenue to 
the extent of Rs. 50,000 and pays by cheque. The village headman has no 
trouble whatever on Ibis account and jet he takes commission on it» 

A. — There may be cases of that sort ; Government is proi^osing to allow 
the village headman so much* for assessment and so much for commission and 
tlien to pay him out of the general revenues in proportion to the amoxmt of 
work he has to do. That is a recent proposal. 

Q. — One headman has several villages? 

A.— Yes. 

Q. — lu answer to Q. 96, you say “The difference between the 
net outturn of one class and another is rent and when he takes a part of 
this as land revenue assessment, ho imposes a tax or rent.” 

A. — ^It should bo, on rent. 

Br. Hyder. Q. — ^Further on you say “as regards the class of land with 
the lowest net outturn no rent can exist”. So that there must bo some land 
which pays no land revenue? 

A. — I go to say, it is a tax on wages. 
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Sir Percy Thompson. Q. — ^Do-yoii think it right to have any land re- 
venno in a case of that sort? 

A. — ^A landless man is always very glad to get land. I.sxippose he makes 
. more profit out of cultivation than as a labourer. 

The Prpklenf. Q.— If you once admit that, j'on cannot impose land 
revemie which is essentially a tax on rental value. 

A. — must admit that I do not see any defence of it. 

Q. — ^How do you dispose of land which is at the disposal of Government? 
Wliat is the principle ? 

A. — ^It is the right of the firat clearer to have it, proved he is an agri- 
culturist. 

Q. — If a loiece of land is cultivated for a time and is abandoned, is it 
the first occupant who gets it? 

A. — Yes. 

Dr. Hyder. Q. — ^Do you t\ii-n off squatters? 

A. — ^Yes, if he is a money-lender or does not belong to the agriculturist 
class, unless he obtains a lease from the Government. 

Q. — If he belongs to the agriculturist class, his title to the land will 
be recognized by the Government if ho pays land revenue. 

A. — In Lower Burma after he has paid land revenue for twelve yearn 
he gets a good title against Government. In Upper Burma it is not so; but 
in practice he would very rarely be turned out. 

The- President. Q. — ^Is it not a fact that in the dry zone a good deal of 
land is cropped only when the season is promising and is then abandoned 
for some years till another good season comes? 

A. — Yes. Under the ordera, it would be wiped off tire map; but very 
often it is kept on the map and is treated as fallow and pays nothing. 

Q. — Does it not come about that in the year in which it does pay land 
revenue, it also has a rental value? It is only when lie gets a crop tliat he 
paj’s land revenue? 

A. — ^Yes. 

The Hlahnrajddhirain liahodnr of lUirduuni . — In answer to Q. 97. you 
say "the rise in the cost of production and of living has affected him much 
more than the land tax which is asse.s.sed at the same rates .for twenty years.” 
You also say ‘‘As explained above, a fourth of the net return is the stand- 
ard assessment. Although in practice a lower fraction may be taken, the 
asses.smont is' yet cnn^'iderable and affect-, the saving power of the tax-payer.” 
That is to say, the present asse.ssment really falls heavily on the cultivator 
owing to the rise in the cost of i)roductio?i and of living? 

The TPon'hie Sardar Jogendra Singh. Q. — Yon mean there is no saving 
left? - ' 

A. — ^The question was, is the prosperity of the cultivatoi- affected largely 
by the land revenue? I think it is affected. 

Sir Percy Thompson. Q. — I take it there is a good deal of land owned 
by landlords and let out to tenants. 

A.— Yes. 

Q. — ^Does the tenant in such cases pay more than he would pay if ho 
had made settlement direct with the Government? In other words, is the 
land revenue or the rent greater? 

A. — ^The rent of the private landlord is very much greater than the land 
revenue the Government gets. 

Q. — ^If the cultivator is prejudicially affected by the land revenue, how 
much more is he prejxidicially affected by the rent he has to pay? 

A. — If he got the land fiee lie would of course, be very much better off, 
T think the question is. ‘‘is the prosperity affected largely by the land tax?” 
Ho is certainly affected, but I would not say, prejudicially. 

The Son’hle Sardar Jogendra Singh. Q. — ^There are not many landlords 
in Burma? 

A. — ^Tliore is quite a large number of landlords; but not lai’ge landlords, 
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Dr. Hyder. Q. — Take a man who is dealing directly with the Govern- 
ment. He pays land revenue to the Government. If he does not pay the 
land i-evenue, there would have been more inonej' left in his pocket. But it 
is not such a burden that he would be reduced to lowering his standard of 
living. 

A. — ^No, because the laud revenue is usually one-third of the rent he 
pays to the landlord. 

Q. — It is not a oiusbing burden making the man ])ooror. 

A.— No. 

The President. Q. — Can you explain the statement in the Report oii 
the Land Bevenue System, that nowhere iii India does the State claim so 
large a share of the agricultural produce as in Burma? Other provinces 
take half of the net assets and you take a quarter of the net assets and you 
have the most liberal remission rules. 

A. — The Government contend that it can take half of the net produce. 
But it usually limits itself to a quarter. It occasionally goes above a quarter 
but not very often. 

The Hori’bjc Hardar Joocndui Pingh. Q. — Is it a quarter of the gross 
produce or of the not produce P 

A.— Net. 

The President. Q. — The rule that the cultivator has to live in his vil- 
lage is a Police rulep 

A. — Yes, it is designed to keep down crime and cattle theft. If the man 
lives in a village, .ray, three or four mile.s away, you don’t got him improving 
the land in the hot Aveather. 'Whereas if he lived on tho land as a certain 
number of Indians are allowed to do even hero, they dig tanks and they grow 
a few vegetables and plantain trees and tho.v breed cattle. 

9 . — ^You say Gif'!' the increase in the price of the produce does not affect 
tho increase in (in' cost of agricuKui'al iin])Icinont.s, food and clotlics. 

A.— Yes. 

Q. — Is it due to the increase in tho customs tariff? 

A. — T don’t attribute it to Iho increased customs tariff. 

jDr. Paranjjnie. Q. — T)o you mean to say that tho cost of cultivation has 
gone much higher than tlio increase in prices? 

A.— Yes. 

Hr. Jlyder. Q. — ^You say “'J'lie price of articles which compete ^ with 
imported articles has risen juoro than the price of articles produced in the 
country and not exposed to comjjotition from imported articles. I siippose 
that this is attributable to the enhanced customs tariff.” But there is one 
important thing, labour. Do you think that that also has been stationai'y 
or lias there been a change? 

A. — ^I think labour is a little worse off than it was before the war. Labour 
is paid in money but tlio rates are fixed in produce. The ploughman ivill 
get 60 baskets for his season’s Avork and oAving to tho rise in the iirico of 
paddy, labour is bettor paid in money. But the cost of living has risen more 
than the rise in money Avages. 

The President. Q. — ^Does the agriculturist in Burma use much more im- 
ported goods than in India? ^ 

A. — I do not knoAv if he does. At page 7 of my report on the condi- 
tion of agricultural labour, T giA’e some percentage increases. It appears 
that the percentage increase in the jirico of tho Avaist cloth and shirt is 
much lieaAuer than the rise in, for examjilo, the price of bullocks. The 
report refers to the year 1923-24. 

The Maharojadh iraja Pahaaur of liindiran, Q. — In answer to Q. 99, j-ou 
saj' ‘‘A district aa-IhcIi Avas settled for 20 years in 1907 Avhen tho aA'erage price 
Avas about Rs. 100 has been assessed more lightly than a district settled in 1914 
when the iirice Avas about Rs. 107.” I take it that is because the price 
of paddy in Rangoon is varAing. 

A.— Yes. 

The President. Q. — ^^\niat Avill it be for a district settled in 1924? 
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A. — it will have to be worked out. The average will work out very much 
higher. 

Q. — Mr. Searle made a suggestioii that the duty of the Settlement Officer 
should be confined to fixing a valuation which can be varied from year to 
year with . rol'erenco to the market prices. 

A.. — ^The cultivator would dislike uncertainty very much. 

Q. — ^He u’ould Jiot jireijose frequent alterations, bxit this idea seems to be 
' to level xip — to get a general valuation — and to apply to that periodical com- 
mutation rates. j\Ir. Furnivall made a similar suggestion. He says “hly 
suggestion is that tho.Settlement Officer should stop at the stage of calculat- 
ing the rental ixroduce. He xvould do the work of a municipal assessor or 
valuer. The actual assessment xvould he fixed at so manj' annas in the rupee 
on the x-aluation of the ' Settlexnent Officer.” 

A. — Yes, but then it would, in practice, change every year. The price 
of jjaddx' varies x'ei- 5 ’ much. 

Q. — I do not think that either of thexn contemplated that there should 
bo frequent changes. Their idea xvas that if there xvas a. material change, 
they might reconsider the rates periodically. 

A. — ^Tlie .Legislative Council might pass a resolution that there should 
be so much increase or so mucii decrease. 

Q. — I think the stages are these : the Settlement Officer shoxild bo r 
mere valuer,- he has to fix the rental xmlue; the Council is to fix the rate 
at xvhich the tax should be taken on the rental vahie; the total xmluc 
should be .stated in terms of rice and commuted into rujiccs periodically xvith 
reference to the riding pr'ces. 

A. — And the Land llevenuc xvould he a transferred subject. 

Q. — I do not see xx'hy. It xvill simply be a taxation bill. In every pro- 
vince they are preparing bills because of the recommendation of the Joint 
Select Committee timt the principles of the land revenue asse.ssment must bo 
reduced to legislation. 1 take it that you xvill have to do it. This is one of 
the means to comply xvith tlmt in.struction. 

A. — 1 think the cultivator xvould prefer to have his tax fixed to having a 
fluctuating method.' 

- Q. — ^Apart from this, does the scheme commend itself to you? 

A. — ^You mean the fixing of the rate to be done by the Council? 

' Q.~^Yes. Actually one province has gone to that stage and a bill has 
been prepared to the effect that cx'cry .settlement report should go to the 
Council. That seems to be introducing the legislature into execxitivc business. 
But it is the business of the legislature to fi.x the i-ates of a tax, is it not? 

A. — It i.s a constitutional question, rather than a taxation question. It 
dcxiends on the powers entrusted to it. 

The Jlon'hlc -Sanlar Jogciidra Hingh. Q. — You give a subsistence alloxx'- 
auco of Us. 240 a year? 

A. — ^Yes. 

- Q; — The income of a farmer is gix^cn as Its. 300. That leaves a remainder 
of Ils. CO from xvhich ho has to meet ah other expenditure. 

The rrcsident. — 3ir. Sealse gives the gross income of a xvorking agricul- 
turist in his district as Hs. 350 on the estimate made in the settlement 
report of 1923. 

The Hon’Vle l^ardar Jogendru Singh. Q. — Hax^o you got the cost of 
raising various crops per acre? Have you got the accurate figures? 

A. — ^These are the settlement figures. 3’hey are more or less accurate. 
Any settlement report xvorks out the cost of the principal crops of the distx-ict 
xvith xx-liich it deals. 

Dr. Uyder. Q. — ^You have been engaged in an enquiry and I should 
like to refer to that report. You say that the expenditure for a labourer, his 
wife and txvo children is Rs. 240. Let xis take it that txvo children are equal 
to one adult. Therefore, there are tliree adults. Rs, 240 per annum xx-ould 
give us Es. 20 per month for three. 

A.— Yes. 

VI— 18 
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Q. — 'riicrororo tho iuimial cxpcndiUirc of a liiboiircr ami liis ivifo with 
two children is Us. 240. That is what you say. Is that so? 

A. — ^1 say that it is the subsistence allowance. I do not tliink they can 
exist on with anything less than that. 

Q. — This would come to imher more than six ruiioes per adidt. 

A. — It Avill be more for the man than for tho woman. A woman oats 
less. Are you classing the cTiildren as a male adult or a feiriale adult? 

Q. — ^It does not matter. Wo will take it roughlj'. For a man, woman 
and two children if you allow Rs. 20 per month it would work o\it to six 
rupees and some annas per head. From your oximrionco of tho people of 
Burma, do you chinlc that a man could subsist in Burma on Bs. 0 per 
Jnonth ? 

A. — ^He could not. 

The Hon’ hie Sardar Jogendra Singh. Q. — You ,saj' that tho wages of 
a ploughman before tho war was Bs. 30 as against Bs. 50 at present. That 
is tier month, is it? 

A. — It is for the season. 'I’lio season .starts in the third week of April 
and lasts up to the middle of August. 

Q. — For four months? 

A. — Nearly so. You can get no labourer in Burma to work for Bs. 12 
per month. He gets his keep in addition. Perhaps I have ])ut this badly. 
1 am reallj' dealing with the rise in prices rather than with tho nctxial 
figure of ploughmen’s wages. He gets 60 ba.skots more or less, and the 
price of paddy may be Bs. 120. He gets his food in addition. 

Q. — That depends upon the price? 

A. — Yes, and on other matter's. 

JDr. Hydcr, Q. — Are these people exempted from ihathameda tax and 
tho capitation tax? 

A.— No. 

Q. — If there are people with an income of Bs. 240? 

A. — Taking the price of rice at Bs. 0 per basket, I woi-kcd out the sub- 
sistence allowance to come to Bs. 240. 

Q. — If a man is on the subsistence allowance then there is no ihathameda 
and capitation tax? 

A. — People who are too poor to pay tho capita.tion tax are exempted 
by the headman. Exemption from ihathameda would bo given by a com- 
mittee of villagers or sucli men will bo assessed at a nominal sum. 

Q. — Ho the thamedis perform their duties justly? 

A. — I do not think they do. There is a tendency to stick to the village 
rate and assess the whole village at more or less the Same rate. They don’t 
make much allowance for poverty or wealth. 

The Maharajadhiraja Bahadur of liurdwan. Q. — In Q. 101 you refer 
to your note which you wrote in 1917. In that note you mention, I think 
in connection with the fractionisation question, that a movement was set 
on foot to secure for the Burman Buddhist tho unrestricted right to dispose 
of his property by will. Has anything fructified? - 

A. — ^It has died down. , 

Q. — In Q. 102 you say, “The principle is to be scon at work in 
Upper Burma where all land not held under private title before 1891 belongs 
to the State; that is to say, although the cultivator may enter on waste land 
and bring it linder cultivation and transfer it. Government may take it in 
any year from him without compensation except for improvements, soon 
after he has reaped that year’s crop.” So all lands held without a title prior 
to 1891 belong to the State and the Government can pounce upon them now? 

A. — ^If it was not in private occupation before 1891, Government can 
pounce upon it. 

Q. — So it does not matter if the man had occupied it for ten or fifteen 
years. Government has only to say you have got to pay so much? 

A. — ^He has always paid rent. It means that Government can turn him 
out without paying the cost of acquisition 
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Q. — Tlien you go on to say in (J. ]0£, “T agree that part of the unearned 
inerenient should be secured to tlie State, l)ut I think that this can better 
bo done by giving perpetual leases providing for revision of rent every thirty 
years and"^ ivith a covenant that alienation to a non-agriculturist for more 
than ten j'cars shall not be permissible”. You propose that iierpetual leases 
should bo given to^ these cases? 

A.— Some security should be given that Government will not turn /him 
out. In Lower Burma one who is in occupation for 12 years acquires a title 
against Government. 

The. Prcxiclent. Q.—Tn Q. 103 .you say that in Upper Burma no land re- 
venue is collected in towns unless it is cultivated. Don’t you apply the 
1895 rules and take ground rents? 

A. — That is applicable to Lower Burma only, and the rules apply only . 
to land that was not occupied before the dates liKed under the Act in 
Section 4 or Section 6. 

Q. — ^Yoii have considerable power to lev 5 ^ land revenue on non-agriciiltiiral 
lands. It has been brought to our notice that this is one of the items that 
escape taxation. 

A. — Tile unearned increment should he taxed. 

Q. — With regard to rents you say a comparison of the percentage borne 
by the assessment to rents will not .show whether the two provinces are fairly 
assessed. I do not quite follow that. Does the net return in either case 
differ very much from the competitive rent? 

A. — ^In the same district you may have one township where there is 
a large population per square mile and another where there is very little 
population per square mile. Tir one township there will be heavy rents and 
in the other the landlord won’t be able to get any rent at all, for there will 
ho no tenants. 

Q. — ^We want some means of comparing the incidence of land revenue 
in different pi-ovinces. Can coniiietitive rent form the basis of a comparison 
as to whether two provinces are equally assessed? 

A. — In some provinces with excess of population the rents are not true 
competitive rents. The private landlord will too take much and you will 
have to re.stiuin Inm by limiting the rent. 

Q. — ^You have got no Tenancy Act? 

A.— No. 

Q. — Can you give us a better basis of comparison? 

A. — I thought what I wrote in mj’ note was better. 

Q. — In your report on the condition of tenants you mention that the 
salt tax imposes a burdeh of Rs. 1-6-0 per family in respect of the salt used 
for fish paste. Would you recommend tiie issue of duty free .salt? In otlior 
provinces salt for such purposes is issued duty free. 

A. — That would mean a considerable cost for establishment. 

Q. — ^Wiat happens in Madras is you have the fish-curing yards to which 
salt is taken in bond. 

A. — ^What is the cost of the establisliment? ^ 

Q. — ^The cost of establishment is recovered from the curers. They don’t 
pay on the salt. 

A. — ^It will he passed on to the consumers. There will be a lot of illicit 
practices. 

Q. — ^There is an officer in charge with strict rules. It means a lakh of 
rupees a year. 

A. — ^Transportation in bond • and issue at the fish-curing yards is a 
difficult proce.ss. 

Q. — ^The issue will he in a certain proportion to the fi.sh and strict ac- 
counts will he kept in respect of the wastage, etc. 

A. — ^Vhat happens to the counti-y-made salt? 

Q.— You use the salt most suitable for the purpose. 

_ A. — do not think the system will suit Burma in the condition in 
which fi.sh is cured in Burma. It is entirely new to me. 
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15th April 1925. 

BAlTGOOir. 

Present : 

Sir CnARLES Tobtiuntf.ii, k.o.h i., i.c.s., President. 

Sir Bijay Chand Mahtab, o.c.i.e.^ k.c.s.i., i.o.m., MalinrajnfUiirnia 
Bahadur of Burdwau. 

Sir Percy Thompson, k.r.r., o.n., 

The Hon’ble Sardar Jogrndra Sinoh. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hyder, m.l.a. 

Mr. C. W. DUNN, C.I.E,, I.C.S., Officer on Special Duty, local 
Government and PnBlic Health, Rangoon, was examined. 


Written memorandtim of Mr. Diinn. 

Q. 106. — ^Tho distinction between (a) national or onerous, and (b) 
local or beneficial services, is borrowed from Knglisb jiolitical controversy, 
where it has been used for rhetorical purposes. The idea would not bear 
trans 2 )lanting. Jt is too vague a conception to be of real u.so in practice 
even in England. (See “G rants-i'n-aid” bj' Sidney Webb, p. 89 et seq.) 
The old canon of ability aiiplies to all taxation. But the old canon and 
this question seem to mo to ignore the .shifting of burdens which I think 
depends on elasticity of supply and demand of sntisfnction.s. Adam Smith 
probably did not think that liis canons were the only princiiiles relevant 
to practical problems of tax.ation. 

Q. 107. — I am not aware of any additional object suitable for a general 
object of local taxation. 1 .should prefer to exclude octroi and terminal 
tax, where (as generally in Burma) they do not already exist; also tolls. 
As far as iiracticable T would reduce the multiiilicity of taxes. Rental 
values of land and buildings seem to mo the best object of local taxation. 
But intelligent and educated tax-payers are necessary for the ideally best 
sj'stem of taxation. Taxes which the iieojile would not feel, like a 
well-contrived terminal tax, do not tend to educate the tax-jiayers. 

Q. 108. — The economic point of view is not tlie only necc.ssary hspect. 

Octroi, according to such de.scriptions as I have read of it, offends 
against three of Adam Smith’s canons. The expediency of di.scontinuing 
octroi in India deiiends upon local circumstances, with which I am not 
acquainted. 

Uonsc and land tax . — Provided the tax is properly assessed on rental 
values, Yhis appears to he a satisfactory tax (See Prof. Edwin Caunan's 
“Bates and Taxes in England’’). 

Land cess . — As assessed in Lower Burma, the land revenue ccss is 
approximately under the latest principles of Land Revenue Settlement, 
a tax on rental values, and satisfactory. 

As octroi is not levied in Burma, I need not suggest a tax to replace it. 

Q. 109. — All taxes, I think, increase the cost of living unless the 
burden can be made to fall upon foreigners. T would not -make it an 
objection to octroi that it is not distributed in proportion to the benefits 
gained by local expenditure. The burden' is shifted (except^ when the 
tax is new) in accordance with economic laws. So far as my information 
about octroi serves, I agree with the rest of Armitage Smith’s objections. 

The terminal tax in Rangoon, I understand, is not costly in collection. 

Q. 110. — Does not- concern Burma. 

Q. . ITT. — I do not know of any road tolls in Burma. We have canal 
tolls — ^tho question whether they should he abolished would require elaborate 
enquiry — few (if any) bridge tolls, many ferry tolls. The ferry tolls are 
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made a means of raising revenue for local, authorities, and are not merely 
payment for the service. Free ferries are not practicable, T think. The 
part of the ferry tolls which is taxation for general puri^oses is i>erhaps 
a bad tax, but generallj' has the advantage of an old tax. 

Q. 112 . — 'SVhy is this question asked.*’ The Committee, I suppose, does 
not expect enlightenment from amateur economists on the shifting of 
burdens in taxation. If they merely want an expression of general opinion, 
I submit that the people who will answer this questionnaire are not fair 
samples of general opinion. !My own opinion, which is obtained from the 
proiessional economists, is that the .shifting of bui'dens is in particular 
concrete cases a very difficult matter, and for all taxes on houses and 
lands and land cesses (as in the quo.stion) impossible. T cannot say Avhethor 
the owner can always or oven generalls’ .shift the bxirdon on to the occupier. 
I believe that in some circumstances the burden is shifted wholly or partly 
awaj' from both owner and occupier on to the customers, suppliers, clients, 
servants, etc., of eithei- or both or to other persons, even in some circum- 
stances to public authorities. It is not a iiractical question whether it is 
right or wrong to lev'y these taxes from the owner or from the occupier, ft 
is a question of expedionc 3 ”, in which the old canons of Adam Smith, 
abilitj', least disturbance and economj’ are applicable. 

Q. 11.3. — ^The maximum limit of cesses has, I tliiitk, been raised in some 
parts of India in recent j'ears. In Lower Burma, the cess is_ fixed at 
10 per cent of land revenue under Section 4 of the Burma District Cesses 
and Bural Police Act 1880. The Burma Municipal Act 1898, Section 46, 
fixes a maximum Ihnit of 10 per cent of annual value. I think that there 
is no need of these maximum limits, and that the.v- should be removed for the 
reason suggested in the last part of this q\iestion. There is a maximum 
limit to the rate at which the tax “on circumstances and property” in 
section 26 of the Burma Rural Self-Governinent Act 1921 inaj' be levied 
of Rs. 8 per person. The explanation of this maximum limit is .perhaps 
to be found in the immediate imrpose of the drafters of the Act whose 
aim (vide Notes on Clauses) was to convert thathnmeda and capitation tax 
into a local tax, and the taxes they wore dealing with were .subject to 
inaxinium rates. 7 have discox'ei-ed no better i-eason. 

Q. 114. — See Bui-ma Municipal Act 1898, Section 53 (1). 

Q. 117. — See above about “national or oneroiis service”. It is on 
untenable (and I thir.k an obsolete) classification. The principles of grant- 
in-aid are argued clearly in Sidno.v Webb’.s book above quoted. He points 
out that “the real purpose of grante-in-aid” arc effecting a greater geo- 
graphical equalisation of burdens, and still, more important “.strengthening 
the control of the community as a whole over local parsimony or local 
extravagance.” He argues the importance of dealing with all grants-in-aid 
together instead of considering parts of the .s.vstcm separatelj', because 
every grant-in-aid necessariij' affects the working of all the other exist- 
ing grants-in-aid. “The grants must be made, not for services that can 
be suppo.sed to bo more ‘national’ than others, but in aid of certain definitelj’ 
selected services, whether locall.v useful or not, in which the real objects of 
grants-in-aid can be most convenientlj’ attained, and in the efficacj’ of which 
the community as a whole has a considerable, though by no means an 
exclusive interest.” 

“Gi’ants-in-aid generally of the expenditure of Local Authorities without 
specific allocation to particular sei-vices are (as Glad.stone alwaj’s declared) 
wholly injurious encouragements to extravagance. Like the assignment of 
revenues, the.v can form no part of scientific finance.” 

I quote S. Webb’s book, p. 98. He cites experience in support. I 
do not see how the conclusion can be gainsaid. 

Webb proposes that the aggregate amount of all grants-in-aid should 
1)0 fixed for a term of years, but that all grants for particular services 
and localities .should be variable (as the main objects of grants-in-aid 
require thej' .should be). 

The principles of calculation stated by S. Webb in the extract from the 
Prevention of Destitution Bill 1910 at pp. 109-112 of his book “Grants-in- 
Aid” are, I think, ideally de.sirable: and we ought to be guided by those 
princiiTles so far as is practicable in Burma. There are -practical difficulties 
oven in England due to anomalous valuation for rating and^ lack of up-fco-. 
date statistics of popuhation. I do not think that the practical difficulties 
are so much great in Burma bnat it is necessary to dsspair of giving some 
effect to these principles. 
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In J. Watson Gricb’s book (publislied ten j’^ears before S. Webb’s book) 
from a survey of English, Pj-encb anti Prussian practice, bo dravs seven 
principles (wbich agree with Webb’s doctrines quoted above) as follotvs 
(pp. 326-327): — 

(1) Grants should onlj’ bo given to services in Tvbich the general 
interest is predominant, and the expenditure on u'hich it is generally 
considered desirable to stinudato. 

(2) Gj'ants should .be made direct by a central doptirlment to the 
local authority in charge of the service, the hitter being subject in all cases 
to thorough inspection and audit yearly. 

(3) Grants should bo conditional on the efficiency of the service, .and 
variable, so as to increase the elfoctiveness of the eontiaal supervision and 
control. 

(4) Allocations of grants should bo arranged so ns to minimise the 
inequalities betiveon different districts in respect of expenditure on loco- 
national services. 

(5) In no case should grants bo given to objects which directly and 
obviously raise the value of fixed property in any locality, 

(6) Subject to those conditions being fulfilled the grants should, as 
far as possible, and in view of all the circumstances, for financial and ad- 
ministrative reasons, be kept at the lowest proportion necessary to achieve 
all the jiurposos of grants-in-aid. They niaj’, however, fairly vary as between 
the various services, accoi-ding as (a) the element of general advantage 
is involved in the efficiency of any p.articular service, and for which the 
general purse should payj and (b) the extent to whicli the particular Ex- 
chequer grant may have <a' jirejudicial effect on the local administration of 
the service. 

(7) For the convenience of the Treasury the total of the grants might 
bo fixed for a certain specified term of years, the details of allocation and 
the spoci.al regulations governing them being subject to periodic revision, 

Q. 118. — It is not considered expedient in England, France and Pru.ssia 
to leave the services of education, sanitation and road making^ to “local 
stimulus’’, and (T think) with good reason. The same consider.ations apply 
with more force in Burma. (See answer to Q. 117.) 

Q. 119.— Gladstone’s simplification of the tariff in England is goner. ally, 
I think, considered to have been a beneficial reform. Multiplication of 
taxes on unpoinilar persons or occupations complicates the difficiilt busine='.s 
of national finance. Accur.ato forecasting becomes more difficult lor 
Government, and if Government oxiierts have not a clear view of the whole 
system, much less can public opinion grasp it. Tlie comparative siinplicity 
introduced in England in the 19th Century did, I think, helii Parliament 
and the public to take an effective interest in good management of public 
finance. If it is hoped to tax foreigners or foreign capital, the “shifting 
of burdens’’ must not be overlooked, and all the other problems relating to 
taxing foreign trade arise. The iiropo.sed tax on sea passengers in Burma 
is proposed, T understand, as a means of perfecting the collection of e.xist- 
ing taxes. Each of the proposed new taxes, when examined, will jirobahly 
be found to h.ave its own sot of disadvantages in respect of difficulty of fair 
asse.ssment and iirevention of evasion. The available brains arc all needed for 
the improvement of existing taxes. 

Q. 120. — (1) Jack himself exposes the scandalous corruption of the 
lowest grades of tax collection in Bengal. It seems to mo to be a doctri- 
naire’s proposal. If a universal income-tax wore perfectly collected and pro- 
porlj' graduated, it would yield too great an income, unless the State assumed 
more extensive functions than it has. 

(2) Income-tax on agricultural incomes is a problem for provinces 
which have permanent land revenue settlements and Burma is not concerned. 
Rucce.ssion duty as a supplement to income-tax deserves consideration. 
As to the other taxes proposed see reply to Q. 119. 

(3) , (4) and (5). See rbply to Q. 119. 

(6) T have not read Sir Ganga Barn’s book. I do not suppose that 
the Committee will think it worth while to examine elaborately so revolu- 
tionary a change, contrary to modern ideas. 

Q. 147. — The practices of Canada, Austr.alia and South Africa .appear 
to mo to be designed for unitary nations. The arrangements of India are 
at pro.sent nece-ssarily directed to financial autonomy of the Provinces. I 
have not road Seligmau’s Essays, but supjiose that his i-ocommeiidation 
was not made specially with regard to the circum, stances of India. In' India, 
I think, the Governments of Provinces shoidd bo free to develop their 



provinces and to improve thoir own Jinauces with as much iiidopcndcnce 
^ present existence of a Central Government in need of revenues allows. 
‘‘Divided” sources of revenue, and still more the assessment of taxes hy the 
Indian Government would prevent that. Prof. Seligman’s composite system 
soenis to ho designed fov a system of_ national and local finance within a 
unitary state, where the local authomties are agents of the Central Govern- 
ment. I think the present arrangement of separation of sources is generally 
suitable. T have not studied the calculation of the subventions j’aid bj' 
proA'inces. 

Q. 148. — ^It seems olmious that India has complicated its finances, and 
particuiai-ly the problem of stabilising customs revenue, by the adoption 
of the policy of protective customs duties. But ivitli income-tax, whicli 
is capable of improvement, and other sources yielding nearly half its revenue 
(about 44 j)ev cent in 1922-23), the Indian Government cannot be said to 
be dependent “almost entireU' on customs revenue”. 

Q. 149. — The division seems to, me ^jriaia fade roughly and generally 
equitable — (Central and Provincial ReA'enues at pp. 18 and 30, Finance 
and Revenue Acc-)unts and Statemeiu Xo. 13. at p. 62). So far ns f 
knoAV, there are no satisfactory estimates of the comparative wealth of 
the proceeds, sinc.'A Burma appears to contribute to the Central Government 
meat. Elaborate aiialj'sis of the revenues too would be necessary for any 
nice adjustment. Are the yields from minerals and forests to be taken 
into account in the same Avay as taxes? The burden of Burma shewn in 
Statement 13 of the Fina7ice and Revenue Accoiuits — ^Rs. 7,666 per 1,000 
of population (excluding customs and salt) — is primn fade heavier in relation 
to national AA’ealth than the burdens of Bombay Rs. 9,753, Bengal Rs. 2, -596, 
Bihar and Orissa Rs. 1,452, Punjab Rs. 3,048 : these disproiDortions i)oinL 
to the fact that the Govei-nments of Bengal and Bihar and Orissa (handi- 
capped by the permanent land revenue settlement) raise relatively little 
taxation foi' provincial purposes. 

Q. 150. — See answer to Q. 147. Is it intended to enable Bengal and 
Bihar and Orissa to evade the duty of bearing burdens relative to wealth 
proportionate to those Avhieh other provinces sustain by giA'ing these 
favoured provinces a share of income-tax or customs? 

‘ Q. 151.— Yes. 

Q, 152. — jNot clear. What are “national markets” in respect of India 
(and Burma)? 

Q. 153. — The fcAv export taxes that exist, in so far as the burden of 
them rests on the producers, as it probably does in the case of the rice export 
tax in Burma (since Burma does not control an inelastic market) seems 
to me to impose an unfair burden on the province that pays the tax. The 
burden of the jute export tax is I suppose borne to a greater extent by 
forcignei's. Failing obolition of rice export tax I ivould let Burn have 
the proceeds, since Buiiua appears to contribute to the Central GoAmrnment 
more tlurn is justifiable on the principle of “ability”. 

Q.. 156. — ^Income-tax and succession duties should be at locally uniform 
rates and should be under the control of the Central Government. I see 
no sufficient reason for division of the proceeds. 

Q. 159. — See .answer to Q. 147. I would separate the sources of income 
of India and of the provinces as far as possible. 

• Q. 160. — 1 agree excejit about additions to income-tax as to whicli 1 
am doubtful. 

Q. 161. — T tliinlc the Lower Burma land revenue cess is satisfactory as 
a local tax, except in being fixed at 10 per cent of the land revenue. T ain not 
aivare of any need for a niaxiinum limit in Burma : and it is inconvenient. 

Q. 164. — ^PaAvnsliops ai'C now licensed by local authorities in Burma 
and auctions of the licenses yield large sums in certain districts. There 
is administrative convenience iiv this sy.stem of monopoly. 

Q. 165. — The conditions of the case described by Bastable do not exist 
in Burma. They may, perhaps, exist in Bengal and Bihar and Orissa. 

Q. 166.— No. 

Q. 167.— Yes. 

Q. 168. — It is possible that Revenue Surveyors may be made use of in 
the assessment of local rates under the Burma Rural Self-Government Act, 
1921. It will be an advantage that they are independent of the local 
authorities and possess dopartiiiental training and experience. 


Mr. Dunw g'ave oral evidence as follows :• 


The President. Q. — Mr. Dunn, you sire on special duty? 

f}- — Yes, Sir, m tlic Ministry of Education, Local SoU'-Govermuent and 
Public^ Health in connection u'ith the overhauling of the finances of the 
district councils. 

Sir Pcrcu Thompson. — 1 gather from your note, you do not agree lo” 
the classification of services in tvo categories, namely, (a) national or 
onerous, (b) local or beneficial. 

— I have not tliought the subject out myself, but I understand the 
export opinion is against it. It seems to bo a confused idea as far as I can 
see. Sidney Webb takes a few of the princiiial services which people call 
national, and points out that they are largely of local interest, and points 
out Instances of certain discrepancies. 

Q. — That distinction was taken bj’ the Iloyal Commi.ssiou of 1901 aud 
endorsed by another Departmental Commission of 1911. Don’t you think in 
the end that Sidney Webb comes to precisely the same conclusion as they 
did and thereby stultifies himself at the end? I will read a pa.ssage here: 
“\yith regard to the aid that they get from the national exchequer, it is 
desirable that thej’ should feel that it comes as a recognition of the fact that 
the local service thus aided is one which is performed, not for the locality 
alone, but, in part at least, in furtherance of the interests of the community 
as a whole, and that accordingly the community as a whole has a right to 
satisfy itself, by the inspection of the expert ofiicers of the ccnti-al depart- 
ments concerned, that the service is pei-formed at least up to the extent, 
aud with at least the degree of efficiency, that the community may, in its 
own interests, from time to time prescribe”. You will see that the local 
service is one which is performed not for the local authority alone, hut in the ' 
intere.sts of the community as a whole. 

A. — Well, J might say the thing is a little hit confused. If you compare 
what we do in England and what we do in Burma, you will find that there 
is a very great difference. For instance, in England, the police service is 
treated as a local service, hut here in Burma, the police service is treated as, 
provincial. You cannot tell the Burma Government, as a matter of principle, 
that police is a local service. 

Q. — There is not really much between us. We both agree that the police 
is one which is partly subsidised from the provincial finances, you say in 
Burma that it should be administered provincially, and _wo in England say 
it may be administered locally, bub any way it is subsidised hy the Central 
Government. 

A. — It is really a matter of administrative convenience; I do not think 
there is any clear principle about it. 

Q. — It is not about the administrative convenience we arc concerned 
now. The real point is who should pay for it. Both Burma and England 
agreo in principle, hut the difference is that in 13urma you pay tho whole of it, 
but wo, in England, pay part of it. 

The I'residenf. Q. — Actually, in Burma you pay your lairal 'police from 
local cesses? 

- A. — No. The original intention was that tho village policemen called 
gaungs were to bo paid from a cess. It is only in half a dozen districts that 
one or two old gaungs still survive. Bui now the cc-sscs under the Burma 
Rural Police and District Cesses Act arc applied to other purposes; it is 
not really a police cess now. 

Q. — "Wliat do you mean by the last sentence hut pno in ymlr rci^ly to 
Q. 106? Does that mean you arc not to look at tho person by whom tho 
tax is paid, hut tvho ultimately hears it? 

— Economists ivould do that. For instance, in the matter of loca‘1 
rates, Cannan says that the English local rates which hear entirely on 
the rental value of land and houses are an excellent and fair .system, and 
he argues that local rates on land arc passed on to the .shopkeepers and 
from tho .shopkee]>crs to the custonipro, in fact, to the whole poptdation. 
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because the rates have long been in exihionoo. The history of the old 
clinics and (luiiizioines in England and of the English land tax shows the? 
saino thing. They made great struggles, 1 think, in the sixteenth centui-y 
to put a tax on everybocly, that is. to tax merchants, stock-in-trade, etc. 
There wpi-e practical difiiculties, jind thej- conid not do so. Even in tho 
eiglitoeuth contnry whcn_ the landed interest governed tho country, they 
could not .succeed in putting the poor rate on anything hut lands. 

Q. — ^^Vith regard to the land tax it was 4 shillings in the ponnd on tho 
nnnna! value’ of tho land, and it was really a rough 4 shillings in tha ponnd 
iiiconic-tnx. During the Naiioleonic wars irhen they wanted ready cash, 
tliey cancelled the tax on the personal income, and rccleomod tlio land 
tax. 

A. — T think that the local rate.s liad something of tlie same histoiy. I 
think the present system of local rate.s on the rental values of the property 
was derived from taxes originally intended to tax everyhody. Practically, 
it could not he done as it was difficnlt to tax traclcr.s. 

Q. — ^^’"ou say the rate was probably passed on to the con.sumev? 

A. — That is Caiman’s idea. 

Q. — Yonr point i.s that you mu^t look at the person who ultimately pays? 

A. — ^The economist has to do that, but tho practical tiolitician has qnito 
a different ofuestion to deal witli. lie lias got to find out who is the 
easiest person to make to pay. That is a psychological question. It is 
not a scientific question of incidence with him. Tho politician has to 
consider other facts also. 

- Q. — ^Tako, for example, octroi, it is a very easy thing to collect and all 
the merchants can pay. We are taxing all the necessaries as heavily as 
possible j would you not take into account in this case, the fact that it is 
passed on to tho poorest class of the population ? 

A. — Well, 1 suppose, economists Avould say that the poorest peo])le pass 
it on in their turn to others. A tax on the lahnring classes tends to put 
np Avagos. 

Q. — ^Bxit don’t you agree that taxes have a tendency to lie xvherc they 
are iilaced? 

A. — I am not a ju-ofessional economist. It varies according to tho con- 
ditions of the country, and in the long run they will find tlieir natural lex'ol. 

Q.— It will take a long time? - 

A. — ^’L'liat would depend upon the conditions; in some countries it would 
spread faster than in other.s. For instance, in a jxlace like England, xvagos 
adjust them.solves pretty quickly. 

Q. — 1 doubt ’it. Supposing you had octroi in Burma, would it not i-aiso 
tho cost of living among the working cla.sses? 

A. — England it xauII be quicker. There they would probably raise 
their wages at once. 

Q. — ^But, Birmingham is competing with Manchester Ax'hore there is no 
octroi. 

— ^Tliey probably wouldn’t have octroi at all in England. 

Q, — I think the politician must, to a certain extent, look at tho 
ultimate result. Look at the agitation for the free hreakfa.st table. 

A. — Thqt AA-as a political question relating to the fir.st -impact of the 
taxes. T think economists aa-oaiIcI say that the taxes in course of time Avill 
find their oAvn level. 

Q. — ^You Avill please refer to your ansAA'er to Q. 112. You think that the 
‘house and land tax is the fairo.st tax by v-lAich a local anlhority can laiso 
its A-OA'cnue? 

‘A. — think it is a good tax_ as in England where it is an old tax. The 
difficnity seems to he for the politician that he has to imiAOSO a nexv tax. 

Q. — Stipposing you' had a clean sheet and it Avas a riuestion of raising 
money for the local authorities, AA-hat is the main tax which you Avould suggest 
to the local authorities to raise their 3-eA'enue? 

A. — I think in a place like Burma AA-hich is an agricultural country, the 
cess on laud vovonuc AA'-ould ho the best thing. 

Vl-19 
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Q. — That is, in effect, a tax on the annual value of lands. But what about 
towns ? 

A. — do not know very much about to'svns. I should think the tax on 
tho rental values of houses or lajids in tlio towns is the best tax. fn 
municipalities^ the Local Government has been trying to induce them to 
accept the lorinciplo of a tax on rental value. 

Q. — ^How did they raise their revenue before? 

A. — Formerly, the tax was levied on areas covered by buildings or on 
fi'ontago. 

Q. — ^They prefer to rely upon that system rather than put on the house 
tax? 

A. — ^Yes, Mandalay has practically given in now, but very reluctantly, 
and Government is foi-ced to compromise on tho question of graduation of 
the tax. 

Q- — Assuming you raise the revenue in tho country by moans of cesses 
and in towns by moans of house taxes, who is the proper person to pay? 

A. — Tn tho land revenue system. Government can take the money from 
anj-hody connected with land, it is taken* from tho land, so to speak. 

Q. — I am not talhing about land revenue, hut T am talking about tho 
cess. Ts it right that tho landlord should pay it? 

A. — The cess is jiaid by the person who has to pay the land rovenne. ft 
must be roinemborod that ultimately the landlord is liable to pay, and if ho 
does not p.ay, he will have his lands sold. Ho does pass it on. Ho does not 
say how much is for rent and how much for tax. 

Q. — There is no control of rents? 

A.— No. 

Q. — In most of tho parts in India where there is a tenancy law, ulti 
mately tho Inn-don falls on the landlord. 

A. — have not got any tenancy law here. 

Q. — You h.ave no personal knowledge of octroi? 

A.— No. 

Q. — ^You have no road tolls in Burma? 

A.— No. 

Q. — You have tolls for ferries. Is the charge just intended to cover tho 
cost of maintenance? 

A. — They are levied under tho Ferries Act. I suppose the toll was 
intended to provide for improvement in tho ferry service, but in point of 
fact; they yield a very large profit and is one of tho principal sources of 
income to the local authorities. 

Q. — ^All those incomes go to tho funds of tho local authorities, and not to 
the Provincial Government? 

A. — ^Yes. The ferry tolls are a bad tax, because the poor people pay 
them, but they liave the advantage of being an old tax. 

Q. — ^You say that the limit of the cess is 10 per cent of the land revenue. 
Do yoti think that limit ought to bo abolished? 

A. — I think it should be abolished. It is a fixed rate in practice. It 
is 10 per cent all over Lower Burma. There is no cess in Upper Burma. 
In Upper Burma, the local bodies depend largely on the provincial contri- 
butions. 

The Maharajadhiraja Bahadvr of Bvrdiran. Q. — ^You say it is 10 per 
cent and is only assessed in Lower Burma; what sort of cess is it? 

A. — It is a cess under the old Act of 1880, and the object of tho cess 
includes the rural police, which are no longer maintained. 

Sir Percy Thompson. Q. — ^You say there is no local taxation in Upper 
Burma? 

A. — ^Yes. Practically there is no local taxation, unless you treat ferry 
fees as local taxation. There is no cess that belongs to the local bodies. Of 
course there is tlie fhathameda problem which is held to be intended fpr 
jpeal purposes but is actually takpn by the province, 
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Q- ^The district councils have the power to impose a tax on circum- 
stances and projjerty, and when they do it, the tliathameda tax will cease 
automatically? 

A. — ^Yes. ' 

Q. — Are they doing it now? 

districts have proposed it but they have not yet realised 
tli6 full significance of the stop and nothing has yet been done. 

Q* it not the fact that Lower Burma pays for the local expenses of 
Upper Burma? 

A. Of course to some extent it is so. The Lower Burma districts raise 
six times the revenue of Upper Burma for local purposes. 

Q. — ^Is it realised that that is wrong? 

A. — ^Yes. I do not know whether it is realised generally. 

Q. — ^1 mean by Government? 

A. — Yes, Government does. The Hon’lilo the Finance Member recently 
gai'o me instructions to prepare proposals for a cess in Upper Burma, but it 
was dro 2 )ped on account of political considerations. 

Q. — ^^Vhat'u'ould bo the effect if you told the local bodies in Upper Burma 
that unless thej' raised a sufficient portion of their revenue by taxation, you 
would not give them any grant-in-aid? 

A. — Of course, our present object is, after getting comjilete knowledge 
of the financial position, to try and see if they cannot bo enticed to tax them- 
selves. 

Q. — Do you think the effect of stoiiiiing grants would be that the 
sendees will go, to the dogs? 

A. — ^Many people say so, but I do not think so. It all depends on the 
working of tiiese local self-government institutions. The Burmans are quite 
good material for the deinocratic form of Government, and they wdll follow 
their leaders. All that is u-anted is to have a few people with some 
onlightoument on the district councils and make them representative district 
councils. I think there will be few men who would raise any objection, if 
you raised, for instance, a cess for education. 

Q. — There is really a local stimulus? 

A. — ^At present there is no local stimulus, but there is only a potential 
stimulus, and if you trj^ to do it this year or next year, iierliaps they would 
say that they won’t raise taxes. At iiresont our local bodies are not re- 
presentative. 

Q. — Suppose they did let the services down, would the inhabitants kick 
up a row? • 

A. — J. think in the course of time, they would do so. I think, for 
instance, they would do so in the case of education as there is fairly a strong 
body of rural schoolmasters. 

■Q. — You agree with Grice’s principles as to the basis of grants-in-aid ? 

A.— Yes. 

Q. — What in effect they come to is, that the Provincial Government 
.should have more control over the activities of the local bodies. 

A. — ^Yes, I suppose so. On subjects Governmout is concerned with. 

Q. — ^Is there any tendency for the Provincial Government to assume 
greater control over the local bodies? 

A. — ^There is always the tendency of the departments to tighten control. 

Q. — ^Don’t you say that you will not give the grants, unless the services 
aro inoperly rendered? 

A. — ^It has not come to that stage as yet. Up till now the Deputy Com- 
missioners were actually running these institutions. It may lead to that 
hereafter and it ought to lead to that. 

The Fresident. Q.— llogarding the classification, police was one of the 
original functions of the local bodies?' 

A.— We did not start local bodies till 1922. Is was all the Deputy 
Commissioner’s cess fund. 
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Q- — 1 roforriiig to tlic logisliition of 1881. the original legifslation 

wliioli introchic’od local sclt'-governmpnt in Judin. 

A. — Banna is ahvay.s kepi out of the.sc refonns. Wo never Jiad any local 
self-government in Burma till recently. 

Q. — I am only asking, wlietlicr the police was a local charge to a great 
extent. The initial local solf-govorninent legislation included the police? 

A . — 1 do not know the jm.sition in India, hut in Burma we had only the 
Bural Police Act which was coj>icd from India. The idea was borrowed. 

Q. — It is still in force? 

A. — ^Tes. 

Q. — As j-egard.s co.-s on land revenue, i.s it only on land revenue proj)or 
that the 10 per cent is taken ? 

A. — It is taken on all land revenue proper in Lower Buriiia. 

Q. — ^lYhat is the land revenue pro])er? Does land revenue include any- 
thing else? 

A. — 1 think it includes the credit for embankments. Part of the laud 
revenue is credited to i)ublic works and embankments. 

Q. — ^IVould you charge cess on water-rate? 

A. — Well, that proposal wants quatificatio)!. When the iiroposal was 
made by the Hon’ble the Finance ^Member, wo found that in Upper Burma a 
poor district like Shwebo would have a cess which came to a very high 
percentage per head of the population, and' it was suggested that it was 
reasonable that the water-rate should bo divided, part of it should be 
counted as land revenue and ce.ss charged on it, and part of it should ho 
counted as payment foi' water supplied. Certainly, the land revenue credits 
in Upper Jturma canals arc relatively small. 1 would ])robably charge ce.ss 
oil land revenue and on such part of the water-rate as represents ivhat 
Government would charge for land. 

(). — Would .you charge it on minerals and oil? JJcngal ha.s more than 
one Sjiccial Ce.ss Act. There are two ce.sscs on coal mines, one is a cess 
levied on profits and the other i.s a local cess levied on i-ai.sings. 

A. — I do not see how j-ou can work it out here. Oil is very much 
concentrated and if a cess on oil was raised for local jiurposes it would 
enrich one district. 

Q. — Do the oil peojile pay for their own roads at present? 

A. — There is a controversy about that; they contribute a little, but not 
very much. 

Q. — The solution they found in the Ceutral Provinces was to give the oil 
area its own district council and then levy’ a cess on income or raisings. 

A. — A similar proposal is now before the AUnistor for Local Solf-Goveni- 
ment and Public Health. Tho problem of dealing with the Yeuangyang oil- 
fields has been discussed for about seven years. One proposal was to have 
a notified area under the Jfunicipal Act. The lnto.st suggestion is to have 
a local fund. 

,S'ir Fcrcji Thompson . Q. — How is it proimscd to raise the local fund? 

A. — It would get its incoiue, as mosl of omr funds do, from bazars, 
.slaughter-houses, cattle-pounds, etc., and It would get a subvention fi'om 
Government to meet tho cost of the services. 

The J'rcsident. Q. — ^You have not yet arrived at any exact definition of 
what ought and what ought not to pay a cess? 

A. — No. J have not considered the question of mineral.s, because our 
cess in Lower Burma has been on laud revenue proper for yeare. 

Q. — Are the rents of fisheries laud revenue proper? 

A. — No. In Lower Burma’^fisheries do not pay any cess. 

Q —Objection has been taken to this cess arrangement in other provinces 
that the local bodies’ income ought not to fluctuate with tho season. In 
Burma it would apparently fluctuate far more than in any other province, 
because of your fluctuating assO'-sment, 

A. — I saw some papers about the Indian practice in connection with tho 
borrowings of local authoritie.s. J understand that in tho United' Pro\’inces 
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ihcf do jioi I'emii phe cess wlieu they remit laud revenue, so that the cess 
may be collected with the next collectiou of laud revenue. Meanwhile, the 
local body is allowed to have an overdi’aft; that was an order issued bj' tlio 
uovornmejit of India. 

Q- think in most jnwinces tlie cess is quite separate from land 
lovoiiue, and it so happens that they want inonej' most when their income 
IS least. 

o haAm had .sonic cases like that in the Prome district: this 
problem has not been dealt ivith at all. 

Q.~ln regard to the income of these bodies, i see it stated in the 
Muiiicipal Coiuiuittee’s ropoi'i tliai but for ibe income from markets they 
Aroukl not bo able to carry on. 

A. — Yes, they got a big income from markets. 

Q. — ^Is that not indirectly a tax on trade? 

A. — Yes ; it is onh' partly a jiayincnt for services rendered. The local 
funds get far more than the value of the services supplied. They collect 
the tax even from markets which have no buildings or temporary sheds, 
and they may collect even Avitliin half a mile of the market iirccincts. 

Q. It has the same effect as octroi or a tax on transactions. 

A. — Yes, I suppose so.* 

Q‘ — One source of reAmnue peculiar to Burma is paAvn shops. Can you 
give us any idea as to the origin of that? 

A. — I think pawn shops in municipalities come under the Municipal Act, 
They have been dealing with them for some time. But in the case of rural 
councils, the pawn shops AA’ere only brought under regulation by notification 
under the Burma A'^illages Act in 1920 or 1921. The Deputy Commissioner 
AA’us einpoAA-ered to issue licenses and to charge fees or ]nit up licenses to 
auction. 

Q. — Is this a purely revomie measure? 

A. — No. . I think it was partly administrative. It helps the police to 
have the paAvniug done under -regulation. 

Q — resorts to these places? The Burmese population? 

A. — ^Yes, there is a regular part of the system of banking and finance. 

. It is a A)'ay of raising money, 

Q. — ^Do the Indian population resold; to them also? 

A. — do not knoAV Avhat the proportions are; most of the paivn-brokers 
are Chinamen. 

Q. — ^You give the Chinamen a monopoly of huAung paAvn shops in certain 
local areas? 

A. — Yes. 

Q. — ^Hoav do you defend his monopoly? 

A. — ^It is a police measure. It prevents petty thieves from passing 
their goods on under cover. 

Q_ — js there any laAV that makes it illegal for another pei'son to lend 
money on the pledge of goods? 

A. — I hare not gone into the legal position. In the same village where 
you have paAvu-brokers, you AA'ould liuA-e a Chetti Avith a granary in which he 
stocks paddy on security, but 1 do not kuoAV hoAv tlie Ibaa- affects him. 

Q. — 'Why do people pay large sums for the monopoly? 

A. — It is Avorth money. 

Q. — ^You cannot tell, us any provision of laAv under Avhich it is done? 

A. — couldn’t. 

Q__-you say tlu<t the ferries arc a tax on transit? 


*Aofc.— But the fees and rents paid by the bazar sellers are obviously 
of the nature of rent for advantageous sites for business, and not at all 
of the nature of a tax on transactions. Tliero is free competition ‘with 
sellers in private shops and houses outside the bazars, avIio do rrot pay 
these fees and rents. 
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A. — ^Passengers paj'j you have to pay for hullochs vliich cross the 
ferry, hut T do not tliink a charge is made for packages. 

Q. — Who manages the pounds? 

A. — Tlie pound-keeper is paid up to Ks. 5 a month -out of the fees 
received. 

Q. — ^is ho under police control? 

A. — No. In old daj’s he used to be under Lhe Dejjuty Commissiofler and 
Subdivisional and Townshii) Olficcis, but nov district councils are supposed 
to control them. 

Q. — Bo far, it is a sort of disguised subsidj' to the district councils? 

A. — ^No. I think it is a local service. The cultivators want i)ounds 
to protect their crops. 

Q. — Elsewhere it is made an excluded local fund and the pound fees 
are lowered, but here you deliberately make a profit and hand it over 
to the local body? 

A. — It is a lu’ofitablc concern. Much of tho income is in the nattiro 
of criminal fines. 

Q. — Isn’t a considerable item ol tho receipts, the salc-proceds of un- 
claimed cattle? 

A. — ^Yes, about half of it. 

Q. — Is there any insistence on the maintenance of the service, the 
building of up-to-date pounds and so forth? 

A. — Cultivators insist on having iiounds; tliej’ are often quite keen 
on it. 

Q. — Jlut no standard pattern is iirescidbed ? 

A. — 1 do not know; possibly there is a inittern. 

Q. — In Madras it has repeatedly been proposed to hand these over 
to tho local bodies, but they would not take them, because of the e.\- 
ponse involved. 

Can you give us any idea as to what would be the ultimate income 
of your disti'ict councils and municipalities? You are working towards 
a cess on lands? 

A, — ^Yes. 

Q . — Flus a tax on circumstances ana property which will involve the 
abolition of the thathaineda and capitation taxes? 

A. — I do not knoir if anybody would defend that section of the now 
Act about tho tax on circumstances and proiierty. I understand that 
Government would be prepared to amend it. 

Q. — ^Wliat is the defect? 

A. — It js simply an a priori conception having more or less the idea 
of the thathameda, 

Q. — ^I think it is on the lines of tho local taxation of any other 
province except Bombay; they all have a tax on circumstances and pro- 
perty or the iirofcssion tax. 

A. — ^I do not understand tho phrase; it is puzzling to me. 

Q. — ^It is like the French perao/wief mohilier. The idea is to make it 
a complement to the land cess. 

A. — ^It is the old idea. In England they tried to tax everybody, but 
they found that all could escape excc 2 )t the unfortunate occupier or owner 
of the land. 

Q. — ^Here there is great complaint that one class that does not pay 
a share towards the maintenance of the State services is the class of trader 
or money-lender who does not pay income-tax, because -he is below the 
Bs. 2,000 limit? 

A. — ^In England they do not object to that. They rely on tho rates 
on rental values levied to get at everybody. 

Q. — ^Doesn’t the English income-tax get nearer the English subsistence 
level ? 
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A. — ^That is ijnperial taxation; I am referring to local taxation. 

Q- — is generally recognized in India as a suitable local tax. 

A. — Do _ you find that the trader or tlie professional man pays liis 
full proportion ? 

Q. — Til© general tendency that obtains in some provinces is to add it 
on to the choTvkidari, •which is a cess assessed as the thathameda by the 
village panchayat. ' 

A. — ^The trouble about the thdthamcda is that it is done by what you 
call panchayats (here we call them thamadis). They are given a standard 
for the village. It may be Es. 5 a head. They are supposed to graduate 
the tax, and a rich man is expected to pay in proportion to his wealth. 
If you check the rates, you will find that they do not range more than 
one rupee on either side of the standard rate. It does not really work 
> cut as a gi-aduated local lax. 

Q. — ^To come to municipalities, your mainstay would be the property' tax 
pins the market fees? 

A. — ^Yes. 

Q. — ^^'^ould y’ou approve of working towards a municipal monopoly of 
markets by squeezing out the private markets? 

A. — ^We have it already. 

Q. — ^Yon don’t tax the big market in Eangoon? 

A.— People have defeated the municipality here, but up-country they 
have ^ discovered that the municipality can tax the priva'te markets. 
Certainly the rural local funds can do that. 

Q. — Those two would bo yonr mainstay in the municipalities : you 
would have the pawn-broking monopoly in both cases and y'ou get the 
profits on pounds and ferries? 

A. — ^Yes. 

Q. — ^That would be your general scheme of taxation? 

A, — ^I think so. 

Q. — You would also have the animal and vehicle tax? 

A. — ^Yes, that is a sorrtco tax. 

The Maharajadhiraja Bahadur of Burdwaii. Q. — In reply to Q. Ill, you 
say' that you consider that ])art of the ferry’ tolls which is taxation for genei'al 
purposes is a bad tax. IVliy' do y'ou call it a bad tax? 

A. — The poorest of the population have to pay as much as the richest, 
in fact more, because they' have to cros.s tlie ferry oftener than the 
richer people. 

Q. — ^You simply charge for crossing the stream? 

A. — ^It is more than the value of the service; the ferries y’ield a 
large surplus revenue and that surplus i-evonue comes out of the poorest 
people. “ 

Q. — What is your own view about il )0 sea passengers tax? 

A. — ^I cannot see anything much to object to it as a means of making 
the collection of the present taxes complete. I know that foreign immi- 
grants do escape taxation, but it is impossible to c.atch them. 

Dr. JSyder. Q. — You would like the thathanvedn to be graduated, the 
tax on circumstances and property to be graduated : I put it to you whether 
the sea passengers tax is graduated? 

A. — I only defend the sea passeghers tax as making the ]M-esent taxa- 
tion effective. I do not defend the capitation tax by itself at all, but 
as we have got it, it ought to be efficiently collected. The intention is to 
aboli.sh capitation tax in Loiver Burma a7id ihaihameda in Upper Burma 
and substitrite a graduated local tax. 

Q. — ^You do not ' know whethei- vhe sea passengers tax will be i-e- 
considered then? 

A. — ^I don’t. It has been introduced and defended on the ground ihat 
it makes for more efficient collection than the present system of taxation. 
Government are at present using capitation and thathameda as provincial 
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Q. — share of the world’s supply comes from Burma? 

A. — T could not tell you off-hand; but you could get statistics. 

The President. Q. — Did you say that j'ou would allow Burma to tax 
imports from India? 

A. — I should like to consider the question. 

Q. — So long as Burma remains a portion of the Indian Empire, could 
.she he treated differently to any other member of the Empii-e? Is it 
possible to have a S3’.stem of federal finance which is not common to all 
parts of a federation? 

A. — I do not quite see whj' j’ou should not. Why should not Burma 
tax? You cannot have absolute uuiformitj’. So long as we are in the Indian 
Einpiie, and so long as we paj' our share towards the cost of the Central 
Government, I do not quite see whj' we should not ho allowed to deal with 
special conditions in a special way. 

Q. — Is there a waj' 1)3' which all memhei-s of the federation could be 
asked to pay a proportionate share to the expenses of the commonwealth 
except b 3 ' common taxation? 

A. — Well, there is the" income-tax and the central heads of revenue. 

Q. — You don’t accept the axiom that whatsoever S3'.stem is adopted 
should be common to all? 

A. — Not where the conditions are not uniform. 

Q. — Supposing 3 ’ou sa 3 ' that ever 3 ' province which exports goods should 
have the whole or a poition of the export duties on them. 

A.-^Iu the eoufinent of India, is it possible? Take hides, for instance. 
The United Provinces hides may be included in the Bengal figures. 

Sh' Percy Thompson. Q. — Is it your point that in the guise of a gene- 
ral tax 3 'ou can really tax a particular province? For instance, if the 
Central Government put an export tax oil rubies? 

A. — Yes. 

Q. — Our difficulty is how to arrive at a formula. Separation of 
sources is objected to everywhere in India on<^ the ground that it is un- 
fair to the commercial province. A purely agricultural province has the 
advantage, and the commercial province has the disadvantage, owing to the 
provinces taking the land revenue and the Government of India taking 
the income-tax. 

A. — r have not made any elaboraie study of these things. One will 
find from the finance and revenue statistics of the Government of India 
that Bui'ina has an enormously heavier incidence of taxation to the popu- 
lation than any other province. 

Q. — That is, in what taxes? 

A. — I would leave out customs. On page 14.3 Q. 149, I have stated that 
it is complicated 1 ) 3 ' m’nerals and forests. 

Q. — These are provincial taxation? 

A. — These are total taxation. I have not omitted income-tax. I 
omit customs, because that is generally given in a lump sum for all the 
Indian provinces. 

Q. — ^You show a difference of the burdens. Then, there is difference 
in the standard of administration and the expenditure per head. Bom- 
bay spends more than what Bengal spends. 

A. — It is a very complicated question. Bombay presumably gets its 
money’s worth. 

Q. — I do not see how the compar'son of total taxation helps if total ex- 
penditure is not considered also. 

A. — ^You might let Bengal have a low standard of administration as 
long as it did not fail to pay a fair share of the imperial burden^ The 3 ’ 
don’t do that, but try to put up a cas4 that they- are very poor, that 
they cannot raise the revenue and so they' must have favourable treatment 
from the Government of India. ' ■ 

Q. — ^You object to that? 

A.— Yes. 



Q-' You are in lavour of equivalent or similar contribution along with 
the other provinces? 

A. — The central sources of revenue ought to be uniform or similar. I 
do not see whj' for that reason customs taxation should be the same 
cveiywhere. 

' Q. — You accept the general formula, the provinces are entitled to the 

export duties on goods wliich have their origin in these provinces? 

A. — Yes, if it is practicable. 

Q. — What other tax will you. give to the Government of India in lieu 
-of the export dxity that you take away? 

A. — I do not think I could offer any practical suggestion. 

Q. — One suggestion is a basic rate on the excise revenue. 

A. — ^That is to saj’, a proportion of it or a fixed amount? 

Q. — A fixed amount. 

A. — That is, a soi't of divided head again. 

Q, — Under the old 'divided heads the rates were fixed at the discre- 
tion of the provinces and there was a division of the proceeds. 

A. — ^That would be inequitable if Burma is more vigorous in its tempe- 
rance iiolicy and taxes heavily. 

Q. — So long as the basic rate is the same for all provinces, Burma 
will get the advantage of heavy taxation. 

A. — ^At the same time it would paj' more to India. ' 

Q. — ft would decrease consumption and increase taxation. 

A. — Supposing Burma increased the excise revenue, the first rujicc would 
go to the Government of India, and if we double our income, it will be to 
tho benefit of the Government of India. 

Q. — ^The fact that you increase j'our rate' won’t increase your contri- 
bution -at ail. The contribution will remain the same. 

A. — The amount of revenue depends on the consumption. 

Q. — The basic rate would apply to consumption. In every other country 
c.xcisc is central. 

A. — It is simply a way of getting your tribute paid. I do not see 
any other difference. 

The President. Q. — The object is to get a sj^stein of fixing it which 
'Would lie acceptable to ai! pai-tics. 

A. — ^IVell, you are making a hard drinking province pay more than 
a province which does not want to drink. 

Q. — It is so if only- one tax is divided. What we suggest is a fonnula 
under which you could arrange a series of adjustments. 

A. — I suppose if you could find a suitable sot of taxes and the system 
of adjustments is good enough, that plan would be satisfactory. 

Q. — What we are concerned with is only what is the theoretically best 
way of dividing tho revenue. It will be the business of somebody' else to fix 
the actual fraction. The only scheme we have been able to discover is 
one of Seligman’s which consists of adopting a combination of three 
methods of division. What wo are tying to do is to apply this princi- 
ple to each tax, and say which is the best method for that pai-ticular 
tax. What we want to discover is — is there any other alternative? 

. A. — It seems to me that what you want is to get each iirovince to pay 
its share to meet the expenses of the Government of India, and you waiit 
to give the Government of India the power to raise its rates. At any rate, 
the theory of tho English customs i.s that the Chancellor of Exchequer could 
just raise’ the amount he wanted. The Government of India wants to be able 
to have an income that is paid by everybody. 

Q. — That is the idea that lies at the bottom of the basic rate? 

A. — Could you not tax the provinces in accordance with their ability 
to i)ay ? 

Q. — ^How arc you going to determine this? This suggestion is an 
automatic one. 
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A. — I’hiit is tliG difliciiltv. Eut lo make it depend on drinking ky ilsolf 
would be extremely unfair; if you liavo sullieicnt numlier of sonrecs of 
income to use in the adjustments, you can knock everybody. It requires 
a vor 3 ' elaborate sj^stem. 

Q. — What we ivant to do is to apply these inethods to each tax. 
We begin Avith land revenue. It jnust lie provincial. 

A.— Yes. 

Q. — ^Imi)ort customs duties must lie Avith tlip Government of India. ^ 

A. — Yes. 

Q. — ^ExiAort duties, aa'c have alread.y discussed P 

A.—Yes. 

Q. — Income-tax should he at a basic ratep 

A. — I think so. 

Q. — Provinces should get their fixed contribution? 

A.—Yes. 

Q. — Excise is the reverse processP The Government of India get 
the fixed conti-ihution.? 

A. — ^Yes. 

Q. — I think that covers most of the main ta.xes. All that avc are 
trj'ing to do is to saA’ foi- each tax AA'hat is the best method AA'hich 
should be applied. The fraction aa'c leave to bo Avorked out later. 

A. — But the fraction is a verj- difficidt thing. 

Q. — ^IVe have onl.v got to giA^e the theoretical aa-uj'. 

A. — If you leave the fractions, you Avill have continual fights, like 
provincial settlements over again. 

Q. — fn ene sett'ement. the whole fight Avill be over; it Avill be decided 
for province by province. 

A. — The fi-action may bo fought OA'or. 

Q. — No. If •you say that one province AA-ould liavc so much, that 
Avould aiiply to all die nrovinccs. AA’licthcr it is the Unitetl Provinces or 
Burma or any other prov.nco.-' 

A. — ^Yes. But you Avill have to revise the general fractions xioriodi- 
cally. 

Q. — Probably, .you Avill have to. You arc not iirepared to offer us any 
other alternative? 

A.— No, 


U. SET, B.A., Officia'fcing Chairman, Corporation of 
Rangoon, -was next examined. 


" Written memorandum of 1J. Set. 

A small cominittce Avas nominated In- the Corporation of Bangoon lo 
reply on its behalf to the que.stioiis issued by the Indian I'axation Inquiry 
Committee. The replies arc to those questions relating to Local Taxation 
onl.y and numbored 10G-1I8. The replies here given ma.v be comsidered as 
snpplementarj' to the replies given hj' Mr. GaAu'n Scott, c.i.c., i.e.s., Munici- 
])al Commissioner of Rangoon. noAv on leaA^e. which AA’ere sent to the Secretary 
to the Committee Avith his letter No. 468/II-4, dated the 11th February 
1925. Except where a contrar.v or modified oinnion is .clearly indicated in 
the replies herein given, it may he assumed that tlie Corporation concurs 
AA-Jith the statements and vieAvs- expre.ssed in IMr. GaA'in Scott’s replies. 

Q. 106. — The main classification giA-en in this question appears to bo 
suitable. In theor.v it Avould be correct to saj- that the criterion lor 
(a) should be “ability to pay” but it is A-erj' difficult to apply this in actual 
practice. That for (b) is agreed. ' 

Q. 107. — The taxes specified in Schedule II to the Scheduled Taxes Rules 
seem to be sufficiently exhaustiA'e, but it is considered that certain of the*' 
taxes included in Schedide I thei-eof, such as the tax on advertisements and 
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iioriiiiii-s iilx) lli(! tax on any form of Itoliinii; or ganililinp ijcrmiltctl liy law, 
oiijilit not to lie ini[)0'icd tor the pui'iiosc of proviflinp rovenno for ilio 
Loral Govormnont. I>nt .should he apjirojiriated for tlio local authority in 
Hangoon— the Corporation. A.s a matter of fact, in the City of Rangoon 
only a few of tlie taxes spocifted in ftcheclnle II are in ojicration. So fur as 
tlic local liodio„s in liurina arc concerned, the only hind of lax that is 
levied i.s the luni.se^ and land tax. In some of tlie municipal areas this 
house and laud tax is as.sesscd on an area basis and al.so varie.s with difforent 
type.'! of iniildings, hut pn Hangoon, it i.s a.s.se.vsod on the rental value. A.s 
the hulk- of the municipal i,evenue,s are derived from this tax. it will not 
he po'-sihio to diseonlinuc it nor will it lie advisaiile to do so. 

Q. lOS. — So far as local bodies in Hurnui are roiicerned, Iho lion.se and 
land tax i.s (he main .source from which iiiiiuicipnl revenue is derived. I’ln’s 
lax cannot he discontinued, for it is impovsihle to find a .suhslilute. In 
Rangoon its levy is iinjierative ns pointed out in Mr. Scolt’.s reply. This 
form of taxation is not likely to have aiiv adver.se ecoiiomii' effect.s so long 
as it i.s not pitelu'd at nureasonahlc lieiglit.s. Capital sunk in such 
inveslmenls will not lie withdrawn if it yields a fail- return. 

Q.s. lOfi ;ind JIO . — So octroi, or i(.s ahernntivc (he termiufil ta.x, Ims 
ever heeii imposed in Hurma ami no exjierienco tliereforo has lieen gained 
of its worlting. 

111. '-There does not npp(<ar to lie any justilication for the imi)0.si- 
tion in Rttrma of (oiks. .At <m<* lime the In.sein Mnnicip.-dity levied a toll 
of four annas on every motor car tliat came in or went out of llie 
niunieijial area hut after a certain time it was abandoned. 

Q. 112. — It is right, and eiiuitnhle that (lie house and land tax .sliould 
he lovietl tin the owner, hut in firactice the owner is almost always able 
to sliift the burden on the occupier. The aiiility to .shift the liurtlen, of 
emn-se. depends upon the conditions existing at a certain jnirlicnlar time. 
AVIieii the siipidv of houses is not MifTicit'iit to meet the demand the owners 
can always ofitain higher rents than what arc fair and reasonahlc and more 
than an cipiitahle return on their capital, and in such case.s tlic nccnpici-s 
are not in a position to shift the hnrden hade on to tiie owners, hut when 
tlie suiiply is greater than the demand there is the possibility ihal the owner 
may liave to- come to terms- with the occnjiier who will tints he able to 
shift, at an.v rate a portion of tin's burden, on to the owner. 

Q. ll.'l. — Thci-c> do not seem to he any good reasons for imposing limita- 
tions on the rate of tax on lands and houses. Such limitations in-esuniioso 
a K'udeiicy in loc.-il liodics to raise the rates of taxation unduly higli for 
whii-h there does not sihmu to he any justification. On the contrary, experi- 
ence over many ycar.s has bemi in tlie opposite dircclion. Tn Rangoon, for 
instance, the limit f<ir the "genera! tax" has been 10 ami 12 per cent, hnt 
this limit ha.s never been readied. Tlie rate wa.s for many years tinder 
9 per ceiii; in 1907 it was raised .to 5) per t-eiit and seven years later it was 
again mliK-cd to 7 per <-<;nl and ha.s remained llii'i-e sim-e. The fiic-t that 
the [ire-seuL limitation has not ai-fed in sneh a way as to compel the local 
liodio-s to liavo recourse to other Ic.ss tk-fcnsible forms of taxation suiiport.s 
the above view. 

Q. — 1(1 Rangoon there is no specified limit of exempt ion. Tlio 
Corpot .-i! ion however lias in iiractit-e dccidctl to forego property Taxe.s on 
lands end Imnses whose moiiiiily valuc.s do not ext-oed R.s. 5 on the ground 
that it i- not worth while to crdlcct .sudi small sum.s. 

Q. llo . — Tauid within municipal limits should lie rated at it.s rental 
Value, actual or assumed. There arc many factor.s- that mu.st he taken into 
.Tf-£-oiint in valuiiig riiy pni-ccl of land, some of tlu'sc are its loi-atioii. size 
and shajio. It is the h’nsim-ss of the trn-iicd nssc.-sor to appraise the value of 
laud for purpose of ruling. The ju-opo.silioii that land situated wifhui 
muuif-ipal limits- sliould he rated on undeveloped value (which moreover is 
prm-tically imapahle of being delei-iuiiied) is not .snh.sc-rihed to. Tt i.s more 
or less guess work to attempt to stale what is the value of mulevelopod 
hare land. With regard to impi-ovemeiit.s on land, "it i.s rmisidcred that no 
exemption should he granted, 

Q. 13(3„Tl,ore have not been any taxes of the iiatnrc mentioned in 
this (pie.slion. 

Q ]]7 ^This is in some respeclfi one of the most important fjucstions in 

the (luestiflnnaire so far ns the finance of tlio local or municipal authonty 
is concerned. Mr. Gavin Scott in his reidy to this qnc.slion stale.s: It is 
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my clolibcrivto opinion Unit jill griints-iii-aid Trom Local Giovonimcnts 16 
iVIiinicipiil autlioriticb are vicious in priiicijile and ought to lie restricted 
to tlio narrowest possililo limits. . . . J should therefore vote for the 

complete e.xtinction of the grants-in-aid system”. This view is not sup- 
ported. Where the service administered liy the local authority is ‘national 
or onerous’, it ik unreasonable that the funds necessary to finance it in a 
given local area should he i-aised entirely liy the local authority in that 
area or found from its own resources. Local bodies arc often reqnii-cd to 
spend money on objects which are not of a purely local character and 
which it is equally, and even more .so, the duty of the Provincial Government 
to pay for. 

It is very difficult to suggest any hard-and-fast principle on which such 
grants should be given or the basis on which such subsidies should be 
calculated ; but the contribution in general aid of local finances, may bo 
earmarked for the particular purposes for which they are made. 

Q. 118. — In Rangoon and in the larger municipalities of Burma it may 
be assumed that the standard of efficiency attained in the administration is 
such as not to require supervision or control over the expenditure from 
grants provided by Government. 


U. Set gave oral evidence as follows 

The Presideni. Q. — ^Tou are the Officiating Municipal Commissioner of 
Rangoon? 

A.— Yes. 

Q. — ^You have given us a paper preijared by the Commitlcc of the 
Corporation ? 

A.— Yes. 

Q. — ^You are going to answer on that and on the note ^n'cpared by 
Mr. Gavin Scott? 

A.— Yes. 

Sir Percy Thompson. Q. — I see that the Connnittce of the Corporation 
and Mr. Scott have given diametrically opposite answers to Q. 106. Tlic Cor- 
poration support the distinction of national and honoficinl services. I take 
it that both you and the Corporation would agree that there arc certain 
services in which the State as a whole is interested. 

A. — Yes; that is the reply we have gi%'en. 

Q. — Your main source of ta.xation is the house-tax? 

A.— Yes. 

Q. — Can you tell us what portion of the town’s revenue is raised by 
the house tax? 

A. — It is 16 J lakhs out of 69 lakhs. 

Q. — Who makes the assessment? 

A. — ^^Ve have got a special officer called the Assessor, who is a jiaid official 
of the Corporation. 

.Q. — And is there any appeal from his assessment? 

A. — An appeal lies to the Commis.sipner in the fii-st instance, that is. 
myself for the time being. 

Q. — ^You are a permanent officer of the Corporation? 

A. — No; I was in the Audit Department; and as Mr. Scott has gone on 
leave, I am in his idace. 

Q. — Is the Commissioner a permanent officer of the Corporation? 

A. — ^Yes; the Corporation can appoint its own Chief Executive Oflicer. 
When once the appointment is niade, it is permanent as any other office 
under the Corporation. The Chief Executive Officer is otherwise called the 
Commissioner. The members of the Corporation are called the Councillors. 
They are not called here Commissioners. 

There is an appeal to the Commissioner in the first instance and then 
they can go to the Small Cause Court. 
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Q. — Can 3 'ou tell us what proportion 
peal to the Small Cause Court ? 


of the cases actually go on ap. 


A. — very small proportion. 

J)r. Paranjpye. Q. — ^\niat is the proportion coming to the Commissioner? 

A.— It is also very small; because Ave have got periodical roA'isions and 
at the periodical revision aao get many appeals. 


Q. — ^The Councillors' have nothing to do. with that? 
A. — ^No; absolutely nothing. 


Sir Percy Thompson. Q. — I see that in one of the rOA'isions the Com- 
missioner hoard 1.429 objections, of AA’hich tAvo AA-ent to the Small Cause 
Court. 

A.— Yes. 

I 

0-— I take it .that the assessment is done fairlv and enuitahlv. 

A.— Yes. 

Q . — ^And no great dissatisfaction is expressecT? 

A. — No, except in the case of those Avhosc assessment goes up A'eiy high 
at the time of revision. That is entirely due to their being under-assessea 
previously. * 

Q. — But there is no suggestion that it is unfair? 

A.— No. 

Dr. Paranjpyc. Q. — Do j'ou think it is better to haAm an independent 
officer of the GoA^ernment to do this AAmrlc? 

A. — I do not think it Avill make much difference, because the Assessor is 
a man who must be acquainted with the local conditions. This tax is entirely 
based on the rental value of the biiilding. 

The President. Q. — WIio appoints the Assessor? 

A. — ^Tlie Corporation, with the approval of the Goveimment. 

Q. — ^Wliat is his salary? 

A. — Bs. 1.200 — ^Bs. 1.500 plus a conveyance alloAvance of Bs. 150. 

Sir Percy Thompson. Q. — Yon say no octroi or terminal tax is imposed 
inBangoon?. 

A. — ^Yes. There is no octroi or terminal tax here. 


Q. — ^Tbere has been a quesfon of imposing a terminal tax. 

A.— Yes. 

Q. — Can you tell us what the position is with regard to it? 

A. — This Corporation was constituted in 1B22. Before that there was 
the old Municipal Committee and that Committee was agreed as to the prin- 
ciple of introducing the terminal taxation in Eangoon. Since then there 
has been a good deal of discussion and enquiry about it. 

' Q. — The Committee reported against it? 

A. — That Committee was appointed by the Local Government. I was 
rtalking of the old Municipal Committee which was in existence before this 
Coi-poration came into existence. 

Q. — ^That Committee AAdiich was appointed by Government reported 
against the imposition of the tei'minal tax? 

■A.— Yes. 

Q. — On what grounds? 

A. — I think it was on the ground that it was undesirable to impose this 
taxation unless it Avas absolutely necessary to increase the revenue of the 
Bangoon Municipality, and unless there Avere any imperative works fliat 
ought to be undertaken by .the Corporation j and also on the ground that 
the difficulties of collection woAild be great. 

Q. — There is a body of opinion in the Council which thinks that that 
time has already arrived? 

A. — ^Yes.. 5 
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Q. — ^With reference to Q. 107, -would you like to have a tax on advertise- 
ments and one on betting and gambling? Would you like that the proceeds 
be appropriated by the local authorities? Would you like the power to im- 
pose the taxes to be transferred to the local authorities, or would you like 
the Local Government to tax and make over the proceeds? 

A. — I would prefer the power of imposing the tax to be given to 
the local authority. 

Q. — There is a terminal tax on passengers which goes to the Develop- 
ment Trust.? 

A. — ^Yes. 

Q. — Can you say why the Development Trust are allowed to tax people 
who go out of the country? The purpose of the Development Trust is to 
make new habitations available for people who settle in the country. 

A. — I do not know. At one time the Municipality thought of imposing 
it but the Developement Trust forestalled us. 

Q. — ^You have no profession tax? 

A. — ^No. 

Q. — ^W^ould you like a tax on tnat ba'-is — a profession or license tax which 
is very common in India, say, on lawyers, ‘doctors, engineers or architects? 
You pay so much for the privilege of exorcising your profession -within the 
municipal limits. 

A. — But the burden will ultimately fall on the litigants or the patients. 

Q. — I am not sure of that. 

A. — Personally I am not in favour of it. ' 

Q. — ^You le-vy quite a largo sum on your hackney carriages? 

A.— Yes. 

Q. — ^You seem to have double functions. You do both registration and 
licensing ? 

A. — No. Licensing is done by the Commissioner of Police. 

Q. — ^Does he make any profit out of it? 

A. — No ; ’the not surplus is given to the Municipality. 

Q. — ^Then you have got Bs. 74,000 for hack-cart licenses? 

A. — ^Yes. They are carts plying for hire and kept within the limits 
of the city. 

Q. — Then you have got a license fee on motor cars which has increased 
from f?s. 1,000 to Es. 15,000. Is that a luxury tax? 

A. — That is a licence fee. 

Q. — ^I^Tiat is the increase due to — on account of the increase in the rates? 

A. — It is not due to the increased rates, but to the collection being 
made much more effective. 

Q. — That is to say, so many cars escaped registration in the previous 
year — 14/15ths of the cars? 

A.* I think it is also due to the larger number of motor cars being 
licensed that year. We have a flat rate of Es. 30 a year. 

Q. — Then you get nearly 3 lakhs from pawn shops? 

A. — ^Yes. 

Q. — You auction the monopoly? 

A.— Yes. 

Q.— How do you prevent encroachments on the monopoly? 

A. — The Corporation does not take any steps to prevent that at all. 

Q. — Then why does anybody bid foi your license? There is nothing to 
prevent anybody else setting up a pawn shop. 

A. — People would prefer to go to a licensed pawn shop. That is the only 
reason I can think of.* 


* It was subsequen-fcly pointed out that powers in respect of pawn shops 
are conferred in the city of Rangoon Municipal Acb. 



Sir Percy Thompson. Q. — Have you auy idea liow many pawn shops 
there are in Rangoon? 

A. — ^Fourteen. 

Q. — That really means an average o£ Rs. 20,000 for a shop. 

A. — ^Yes. 

The President. Q. — ^There is nothing to prevent a man who has taken 
out a license for a shop from opening another shop without a license? 

A. — ^Yes; there is nothing. But there are certain rules for a licensed 
pawn shop. Suppose an article is not redeemed within the prescribed time, 
he can sell it. But there may he some legal difficulties about that in the 
case of private shops. 

Pr. Paranjpye. Q. — ^It gives them a privilege? 

A. — ^Yes. Most of these pawn brokers are Chinamen. 

Q. — ^Do these people make money? 

A. — ^They are able to pay. The license is annual; in some cases it is for 
three years. 

The President. Q. — Does the assessor value all land and houses? 

A.— Yes. 

Q. — ^You take your rate on the total value? 

A.— Yes. ' 

Q. — ^Taxation bf thi unearned increment on land is a matter of land re- 
venue. Agricultural rates on land is the concern of the Deputy Com- 
missioner P 

A. — ^Yes. But the Corporation gets the benefit on the present value. 

Dr. Syder. Q. — Have you got any other suggestions to make? 

A. — ^There has been much discussion about the thathameda tax and the 
capitation tax. I would advocate some substitute for it. If you introduce 
inheritance tax it would be very good. 

Q. — ^Have you got any suggestions? Is it possible in Burma? 

A. — income-tax is possible, this should also be possible. 

Q. — ^I am told that your law of succession makes it almost impossible. 

A. — ^I think it would be possible. 

Q. — ^Your Buddhist Law of Inheidtance is such that it would be almost 
impossible to have any succession duty. 

A. — I do not see the difficulty. 

Q. — ^Would you like the thathameda and capitation taxes abolished and 
a surcharge placed on income? 

A.— Yes. 

The President. Q. — ^Profession tax operates practically as a surcharge? 

A. — Yes; but the question you asked was with reference to local taxation. 

Q. — ^Your suggestion makes it a provincial tax? 

A. — ^Yes. 

Dr. Ryder. Q. — ^Are there any other suggestions that you would make 
CO the Committee as regards these two taxes? 

A. — ^I have not got any definite suggestions to make. 

Dr. Paranjpye. Q. — What kind of minimum limit would you have? 

A. — ^You may have one thousand as the minimum for exemption. 

Q. — You would have a graduated scale? 

• A.— Yes. 

Q. — ^Would you have a legacy duty according to the relationship of the 
person who inherits? 

A. — ^That would make the matter very complicated, I think. 

Q. — ^An estate duty on the whole estate and the legacy duty on the 
inherited property? 

A.— Yes. 
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Q. — ^In Burma all children share whether males or females? 

A.— Yes. 

Q. — Supposing a man has no direct issue or any direct descendant? ■■ 

A. — ^Then the brother or sister or the next nearest blood relation would 
inherit. 

Q. — ^You suggest that the brother or sister or some of their children 
should pay something? 

A. — suggest that. 

Dt. Syder. Q. — Can a Burman will away his property? 

A. — ^He cannot. 

Dr. Paranjpyc. Q. — Can he not give any gifts? 

A. — There has been a lot of litigation on death-bed gifts. 

Q. — ^You would charge duty on gifts made within a certain period before 
death and regard them as part of the estate? 

A.— Yes. 

Dr. Syder. Q. — There is not the difficulty of the joint family system 
in Burma? 

A.— -No. 

Dr. Paranjjyy'’. Q. — On the death of one of the parents, except the 
eldest son no one can claim partition? 

A. — ^Yes. The eldest son can claim partition up to one-fourth of the 
deceased’s share of the property. 

Q. — ^Not of the surviving parent” 

A.— No. 

Q. — Is he entitled to the surviving parent’s property when he or she 
dies? 

A. — ^Yes. 


Mr. J. £. HOULDET, I.C.S., Sl.Ia.C., Chairman, Development 
Trust, Rangoon, was next examined. 


Written memorandum of IVIr. HouldeJ-. 

Q. 106. — do not quite understand the classification of services adminis- 
tered by local authorities as — 

(a) national or onerous, and 

(b) local or beneficial. 

I should have imagined that all services normally administered by local 
authorities fell in the latter category, while the former would apply rather 
to services administered by the Central Government. 

There are certain duties such as the maintenance of law and order, 
and so on, which can only be discharged by the Central Government, and 
certain sources of income must bo reserved to the Central Govenimeat_ to 
enable it to discharge its resxionsibilities in these matters. Tlie taxation 
necessary to secure this income I would classify as national or onerous, 
and I would agree that the main criterion for levying such taxes is ability 
to pay. This is invariably recognised as equitable in the case, for instance, 
of such a tax as income-tax, while as regards services rendered, no one 
would dream of demanding that A, who pays six times the amount of income- 
tax paid by B, should receive, let us say, six times the amount of police 
protection accorded to B. 

I am not, however, prepared altogether to agree that in the case 
of local or beneficial sei’vices, the criterion should be tlie measure of the 
benefits received. As regards municipal taxation, I consider that the basis 
of the municipal funds should be the general property tax, and that service 
funds should be self-supporting. As regards property tax? I would not apply 
the criterion of the measure of benefits received. My own view is that 



tile most equitable system of assessment of this tak is the method of rental 
valuation — a method which at once introduces the criterion of ability to 
paj'^ the house being taken ^ls an indication of the tax-payer’s ‘ability to 
•pay. Even in other forms of municipal taxation such as a tax on circum- 
stances and property levied, I believe, in the Central Provinces, the relative 
pas’ing capacity of the tax-payer is taken into consideration, as well as 
the degi-ee of benefit which he receives at the hands of the municipal 
administration. 

In the case of service taxes, it should be possible to approximate 
more closely to assessment according to the measure of benefit received, but 
even here it is impossihlo to devise any system which will produce a tax 
or rate corresponding, -ivith any degree of exactitude, to the actual service 
rendered j and, in my opinion, the most satisfactory basis of assessment 
is again the system of rental valuation. Once this is admitted, it follows 
that a consideration of the rate-payer’s capacity to pay must be taken 
into account. Therefore, as regards local and beneficial services, I think 
that it is impossible to saj’ that either ability to pay or the measure of 
benefits received must constitute the main criterion. Both must he 
considered. 

Q. 107. — The taxes included in Schedule II to the Scheduled Taxes 
Buies appear to give sufficient scope to local bodies. I would not make the 
levy of any specified tax imperative. To do so would, I think, be contrary 
to the principles of local solfrgovernment which it is now sought to extend 
as -widely as possible. Indirectly, I take it that a dilatory local body could 
bo compelled to impose certain taxes, because most local Acts give the 
Central Government authority to insist on local bodies discharging certain 
duties, or to carry them out at their expense. It follows tliat the local 
body must raise the money to meet this charge somehow. 

Q. 108. — I have no firsthand acquaintance with octroi or terminal tax, 
but during the course of a two months’ deputation in India for the purpose 
of examining the system of municipal finance in India in 1921, I had the 
opportunity of observing the working of both these taxes. I was given 
to understand that the working of octroi was unsatisfactory, as the cost of 
collection was high, and an elaborate system of refunds made administra- 
tion difficult. Terminal tax, it was stated, was not open to the same 
objection. I gather that octroi is no longer regarded as a satisfactory 
form of taxation, but I can certainly see no objection to terminal tax. 
The house and land tax I consider satisfactory, and the income derived 
from it must, to my mind, always form the basis of the municipal fund, 
though I believe that a short time ago tlie municipality of Amritsar, oiving 
to the large receipts derived from octroi, and subsequently terminal tax, 
was able to dispense entirely with property lax. I think that both ihe 
terminal tax and house and land tax are suitable from an economic iioint 
of view, and though I suppose that it is rather difficult to say where 
indirect taxation ceases and direct begins, I would classify them broadly 
as the principal indirect and direct methods of producing municipal income. 
In considering which will he the most suitable in' any particular case, 
regard, of course, must be had to a varjety of considerations, including 
local conditions, the economic condition of the people, the description of 
taxation to which they are accustomed, and so on. A tax, which it is 
possible to levy very profitably in a town such as Amritsar, would be im- 
practicable in many of the larger towns in Burma. 

As regards land cess, I can see no objection to the levy of this rate. 
Possibls’-, a carefullj' assessed tax on property and circumstances might 
be more equitable, but I doubt whether the improvement effected ivould 
be worth the trouble involved. 

Q. 109. — ^During my deputation in India, I visited two municipalities 
which levied octroi, viz., Benares and Nagpur. As a result of my obser- 
vations and so far as my recollection goes, I should say that the criticism 
quoted is justified. I was given to understand that the objections to such 
a tax were the elaborate system of refunds and the necessity of maintain- 
ing a large establishment. Another objection was the facilities which it 
offers for peculation. 

T was given to understand that these objections did not apply to 
terminal tax. Certainly, in a terminal tax there is no system of refunds. 
On the other hand, when I visited Benares in August 1921, I was told 
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tliat a proposal to substitute terminal tax for, octroi met -a-itli so much 
opposition^ that it had to he dropped, and the reasons given to me W 
preferring* octroi Tvere that — 

(i) merchants Avere familiar witli this form of taxation; 

(ii) they did not feel the pajunent; and 

(iii) the3' did not like terminal tax, because it provided for no refunds. 
Terminal tax, I understand, is usuallj’ levied at much lover rates than 
octroi and over a much larger variety of commodities. That being to, 
I imagine that the incidence of the tax is more videlj' distributed, and 
consequentlj’ the criticism quoted mould not apply. 

I have had no personal experience of the administration either of 
octroi or terminal tax. But I remember being told at Benares that those 
taxes mere sometimes evaded by the establishment bj’ merchants of brancli 
depots outside municipal limits. 

Q. 110 . — Not having served in India, beyond referring to the remarks 
made in paragrapn li oi my aiisver to Q 109 , 1 am unable to make anj- 
answer to this question. 

Q. 111 . — Tolls, i22 one sense' the wojd, are ujjknown in Burma. On 
the other hand, with the exception of the Corporation of Rangoon, I think 
that practicallj' everj' municipalitj' in Burma relies on tolls on vehicles 
maintained outside municipal limits upon their entering within such limiss. 
Presumabl3’, in a largo cit3’ such as Rangoon, the practice of collection of 
such tolls would be iihpossible. In the case of the smaller municipalities 
I think that their maintenance is justifiable. Such municipalities usually 
form the centre of a certain area, and into them at periodical intervals 
gravitates the trade of that area. A number of vehicles make use of, and 
help to destroy, the municii)al roads, and it is only right that they should 
contribute something towards their repair. I would say that the* time is 
not 3’ot ripe for dispensing with tolls in the smaller municipalities in 
Burma. In the particular kind of tolls to which I am referring, the 
question of limit cf distance between one toll-gate and another does not 
arise. 

Q. 112 . — The usual principle, I think, is to make both* ornier and 
occupier statutorily liable jointly and severally for the house and land 
tax and land cess. This is necessary in the interests of the local body 
imposing such tax or cess, and the principle seems to me equitable. 
Theoreticail3', the house and land tax should, in m3’ opinion, be paid b3' 
the owner, as opposed to the service taxes, which should be borne by 
the occupier. Consequentl3’, 1 think that most enactments provide that 
any general propert3' tax, which has been paid b3’ the occupier, ma3’ be 
recovered from the omior, while, similarly, service taxes paid by the owner 
may be recovered from the occupier. In practice, I see no reason wh3' the 
owner should not be able to shift the burden of the house >and land tax 
on to the occupier, and I should imagine that he usuall3’ docs so, inasmuch 
as he charges a higher rent than he would do if bo had no such tax to pay. 
In order to get a return on bis mone3’, it seems to me that he must include 
the tax in his rent. 

Q. 113 . — As a lu’e. in Burma municipalities the 01113- exemptions in 
rate of tax on land, which can be imposed by public bodies, should be 
limited. The principal reason which I can see for this is the poverb3- of 
large masses of the population. Also, in Burma at 0113’ rate, local self- 
government is in its infancy; in many places municipal councillors are 
lacking in experience; and there is an absence of that public opinion which 
provides the necessary control over public bodies in tnose countries where 
these institutions have been longer in existence. Consequently, it is neces- 
sary to la3’ down rules for the guidance of such inexperienced bodies, 
which are not necessary in older or more experienced bodies. I should 
doubt whether the tendency of this limitation is to compel local authorities 
to have recourse to less desirable taxes. As things are at present, the 
natural inclination of such bodies is to evade imposition of taxation 
at all. 

Q. 114 . — ^As a rule, in Burma municipalities the only exemptions 
provided for are buildings used for public worship. Up till recently-, theie 
was no exemption of houses under a certain rental value. Possibly-, such 
exemption has been introdticed recently. In my own opinion, very popr 
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houses of low rental value — the tax on whicli entails more trouble in col- 
lection than it is actually wortli-^liould bo oxemptod from taxation, and 
in submitting my report on Jlunicipal Taxation in 1921-22, I made rocoin- 
mcndalions accordingly. 

Q. 115, — -I do not quite undorsland wlmi is nienni hy tlio first half 
of this question. I would rale land within municipal limits on its rental 
value. If the olToct of the improvements is to enhance the rental value, 1 
see no reason why thej' shoxdd bo exempted. 

Q. 116. — have no experience of the working of* anj’ of those taxes. 

Q. 117. — This question is a little involved. In the first place, I do not 
understand how the discharge of a national service can devolve upon a 
local body. On tln.s point jileasc .see my reply to Q. 106. That being 
so. the only duties discharged by a local body will bo local. They ought, 
therefore, to bo jiaid for by the local inhabitants, who enjoy the amenities 
provided thereby. A grant-in-aid from governmental funds means that 
money collected from the tax-i>ayers of the provijjce in general is to bo 
allocated for tho honofit of the residents of a particular local area. In 

principle this is wrong. .lifonoy collected from tho cultivator should not 

be given .ns .'i grant-in-aid to relieve the burden of taxation falling upon the 
lown-dwollor. The only obvious exception of which T can think at tho 
moment is the case of bosjiitals. Tbc'^o j)rovido treatment not only for 
residents within the municipal area but also to residents in the rural dis- 
tricts. This, ho^yevcr. is mot. as far as I know in Burma, bj- a contribu- 

tion from the district cess fund in consideration of tho tro.atmcnt of in- 
habitants of tlio district, while the contribution which is made by Govern- 
ment is, I believe, given in consideration of tho treatment accorded to 
certain Gdvcrniftcnt .servants .such ns the Police. Such a ease is linrdly on 
all foul's with the case of an ordinary grant-in-aid. Grnnts-in-aid are 
charity pure and simple. If made at all, they should upon no consideration 
bo unconditional contributions in gcnor.al aid of local finance.s._ Such a 
practice would .simply moan that a local body would cease to tax its inhabi- 
tants at all. in the hope that the Central Government would discharge its 
hiirdcns for it. They should only bo given for certain particular forms of 
expenditure, the ncccssily for which is proved beyond all doubt, and for 
which the local body is obviou.sly incapable of providing. Tho gcncr.al 
principle ujion wliicb such grants .should bo made should bo that of 
Government .helping those who help themselves. Only such local bodies as 
do not shrink from the imj)osilinn of taxation up to tho limit which tlioir 
inhabitants can reasonably boar, .should be given any assistance out of the 
p’ulilic fnnd.s. Even so, such assistance .slionld not take the form of entirely 
relieving the ptiblic body of nil fiirfber rcsi)onsi1)ility for a certain ilom of 
expenditure. Where, for instance, con.slrnction of water works is necessary, 
Government might undertake to contribute half the expenditure on condi- 
tion of the imniicipality raising loans to cover the other half. 

Q. 118. — A'i far as 7)iv experience in Burma goes, T .should not say 
ibnt the .siimuln.s referred to in the latter part of this qiio.stion e.^ists. 
Where grant.s-in-.aid have boon given, I consider that it is e.ssontial that 
Government should retain control over tho expenditure of .such a grant 


lyir. Houldey jfavo oi-al exddence as follov;s 

The Presideni. Q. — ^^Ir. Houldey, you wore the Chairman of tho Com- 
mittee on Municipal Taxation, appointed by tho Burma Government in 
1921? 

A. — Tes, Sir. 

Q. — You studied tho subject in other parts of India? 

A, — Yes, I was in India for about two months visiting difforent munici- 
palities with a view to study the subject. 

Q. — ^Now you aro the Chairman of tlio Rangoon Development Trust? 

A.-t-Yc.s. 

Sir Percy Thompson. Q. — ^Regarding tho quo.stion of tho classification of 
services administered by local authorities into national and onerous or local 
and beneficial, you know, that was the clas.sification adopted by tho Royal 
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Commission on Local Taxation n’liicli was appointed in 1901 and it was 
endorsed by the Departmental Commission in 1914. Am I to take it that yon 
do not accept that.'' 

A. — ^Hardly that. I. did not quite understand the questioiij Sir. 

Q. — ^Are there not services which the local authorities render which are 
purely for the benefit of the inhabitants of the town, take for instance, a 
parlr or water-supply? 

A. — Certainly they are purely beneficial for the local inhabitants. 

Q. — On the other hand, don’t you think that there are certain services 
which, though they maj' be considered beneficial, are in fact of national 
importance, such as education, sanitation or prevention of epidemics? , 

A. — ^Yes. 

Q. — ^Aro not the latter as much a matter of concern to Burma as to 
Eangoon? 

A. — From that point of view it is correct. This point of view that 
certain services carried on by municipalities were national had not occurred 
to me. 

Q. — The importance of the question is this. "Where you have a national 
service, it is only fair that part of the cost of the service should bo contributed 
from national funds. 

A.— Yes. 

Q.— And whore you have a soiwico which is purely beneficial to the local 
area, that is not a lit subject for any giant from Imperial revenues. 

A. — Yes. 

Q. — As I understand it, the particular services which you think ought to 
bo subsidised are these, rather, your conclusion is that education, sanitation, 
police, where they are administered by the local authorities, ought to bo 
paid tor out of the general funds- 

A. — ^W’'ith regard to my answer about the grants-in-aid, I have said, 
I think, that theoretically they wore inadmissible, because they meant taking 
away money collected from the residents of the province generally to provide 
amenities to a particular portion of the residents who dwell in towns. I 
think that I mentioned hospitals a.s a case where exceptions could bo made. 
I have said that grants-in-aid should bo given for certain particular forms of 
expenditure, the necessity for which is proved beyond all doubt, and which 
the local body is obviously incapable of providing. The general principle 
upon whieh such grants should be made should bo that of Govei-nment 
helping those who help themselves. 

Dr. Faranjpuc. Q. — Rangoon contributes a good deal to tho income-tax 
and that being part of the rovenxio of tho Central Government whicli 
maintains the Army which is not only useful to Rangoon, but also to tho 
other agricultural portion of the country, consequentTy. Rangoon itself is 
contributing^ for tho use of tho agricultural communities. Could you make 
any distinction between tho town and country ns you seem to think? 

A. — do not speak I make any specific mention of any particular 
department. I merely proposed a general principle that if a Provincial 
Government makes a contribution to a local body, that contribution comes 
out of tho money whicli is coHccted from tho peojilo in the mofussil, and is 
then employed to provide amenities. I do not specify what amenities for 
dwellers in tho town. 

Q. — It is difficult to make any clear cut division between town and 
country. 

A. — ^In what way? 

Q. — ^First of all you cannot say that all the moneys. are obtained from the 
country, so that if tho Government contributes towards tho expenses of tho 
local administration of the country, you cannot say that tho taxation comes 
from the Rangoon people and not from tho people of tho country. 

A. — ^In a way it is so. 

, Q. — ^It is rather too much to say that all the moneys are from the 
counti-y. 

. A. — thinlr so. 


J 
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Sir Percy Thompson. Q.— You are not prepared to agree that in the case 
or amenitj' services tlie critei'.on should bo the. benefits received? 1 mean bj’ 
amen'ty .services, such things as vatcr. lighting, etc. You don’t mean to say 
that the measure of benefit is the measure of taxation? 

A. — From practical experience of Burma, at any rate, the simplest 
method is assessing them on the rental value and then you introduce the 
criterion of 'capacity to pay. 

Q- — ^That is only one element of it. Surely the size of the man’s house 
IS only a rough criterion of the benefits that he is receiving. 

A. — ^In a way it is. 

Q. — That is the criticism we had in England with reference to house tax. 
I mean, take for in>-tance, a big house, raturally it requires more water, 

A, — Oh, yes, I had that in mind. That is why I have said that the tax 
-should approximate to the measure of benefits rece ved. 

Q. — Generally speaking, a man' will take more amenities for a big house 
than a small house. 

A.— Yes. 

Q. — ^Is the charge for water measured by the size of the pipe connec- 
tions? 

A. — ^In Rangoon I fancy not. They simply pay a general water-rate. 
But I am not quite sure about it. 

The President. Q. — ^You say you would not make the levy of any specified 
tax imperative. To do so would, you think, be contrary to the principles of 
local self-government and you say “indirectly I take it that a dilatory local 
bodj' could be compelled to impose cei-tain taxes and so on’’. Would not 
that be a cumbrous expedient? 

A. — think I have to modify my answer to that question. My answer 
paid more regard to theory than to practice. As a matter of fact, the 
Rangoon Municipal Act has made the house tax compulsory. Theoretically, 
the local body ought to be able to know what taxes it requires in order to 
carry on the administration, and should then impose them. 

Sir Percy Thompson. Q. — ^Regarding the question of octroi and terminal 
taxes, you say' 3 'ou visited Benares during youv visit to India. We ourselves 
met the members of the Benares Municipality. Apart from the other diffi- 
culties mentioned, they said that the people who collected this octroi were 
capable of taking bribes, and the amount of neculation ran up to 50 per 
cent of the whole tax 

A. — ^Yes. I also understood that to be the feeling of the people. That 
was one of the main objections to the tax. 

Q. — ^As regards the terminal tax, apparently it does work with small 
expense, but the only objection that may be put forward is that it is a tax 
on transit. 

A. — It is. 

Q. — If you have a terminal tax in a place which has an industry such 
as cotton-ginning, it simply means that the town takes a toll on all the 
cotton which passes through it? 

A. — ^It is open to that objection. 

The President. Q. — If it were levied on rice in Rangoon, it would operate 
as an addition to the export dutj'. 

A. — ^Yes; but there is one place in North Burma called Bhamo_ where 
some caravans come in; they are a considerable nuisance to the municipality. 
In this case, I think it is justifiable to take something to help the munici- 
pality to make the necessary sanitary arrangements and so forth. 

Q. — Is the present terminal tax, on outgoing passengers levied by your 
development Trust justifiable? 

' A. — Yes, as a means of raising money. We copied it from Calcutta. 

Q. — ^Does Calcutta tax people leaving the city? 

A. — I think so. 

Q. — ^You make half your revenue out of people leaving the city? 

A. — ^^Ve make about 4^ lakhs of rupees. 

Q. — You tax the people going ou't of the city for the benefit of those 
who stay in it? 

VI-22 
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A. — Here again I think the original idea of putting on that tax was that 
a large number of people who come to Rangoon or pass through it to go 
up-country add considerably to the problems of administration, but they 
pay no tax. It was considered that this was a fair way of making them 
contribute something. 

Q. — ^Wouldn’t those arguments apply to taxation by the municipality 
rather than to taxation by the Improvement Trust? 

A. — ^Yes, thej' would. On the other hand, the Development Trust 
relieves the municipality of one of its most important duties, viz., develop-, 
ment. The original idea came from the ■ Calcutta practice. 

The Maliarajadhiraja Bahadur of Burdwan. Q. — ^In Calcutta, surely, 
the Improvement Trust takes a terminal tax; it does not take anything from 
anybody leaving Calcutta. 

A. — I cannot say for certain off-hand whether this is so. I agree that 
the name ‘terminal tax’ is misleading.* 

Dr. BLyder. Q. — •'When was this terminal tax imposed? 

A. — ^It was first imposed in February 1921, when the Development Trust 
came into being. 

Sir Percy Thompson. Q. — Does it make any difference for the justifica- 
tion of the tax that it is now to be levied on immigrants into Burma? 

A. — ^I do not see what difference that tax makes to our tax. 

The Maliarajadhiraja Bahadur of Burdxoan. Q. — ^I take it that the tax 
you collect goes to the Development Trust. 

A. — ^Yes. 

The President. Q. — ^IVhat is the rate? 

A. — It is Rs. 2 per head on every adult liable to pay full fare. 

Sir Percy Thompson. Q. — Is this the tax which you are going to get out 
of us when we leave Rangoon on Friday? 

A. — I am afraid it is. Every male passenger who is liable to pay the 
full fare must pay this tax on leaving Rangoon. 

Q. — In the course of your reply to Q. 108, you say that you 
consi.der' the house and land tax satisfactory and the income derived from 
it must alwaj’s form the basis of the municipal fund. 

A.' — ^That was the impression I got on an examination of the munici- 
palities out here. 

Q. — The municipalities in the United Provinces and in the Punjab do 
not pay house tax.- 

A. — ^I understand that some of them do not. 

Q. — ^They get their revenue from octroi. 

A. — There is no octroi or terminal tax here. 

Q. — On page 39 of the Beport of the Committee on Municipal Taxation 
appointed in 1921, you recommended that land revenue assessed on land 
which already pays a general municipal tax should be abolished. Does that 
apply to town lands? 

A. — -Yes. 

Q. — ^Has that recommendation been accepted by Government? 

A. — ^I am afraid I could not tell you. I have not been in the regular 
line for some little time. 

Q. — See Q. 112. Apparently the law in Rangoon is that the occupier 
pays for Avhat has been described as the beneficial services and j^e owner for 
the other. ’ " 

A. — That is so. 

Q. — ^You come to the conclusion that in practice you see no reason why 
the owner should not be able to shift the burden of the house and land tax 
on to the occupiei. 

A. — ^I should think he can do so. I have not investigated the point, 
but I think in practice he probably does. 


* On referring to section 83 of the Calcutta Improvement Act, I find 
that a tax of half an anna in respect of each journey (subject, of course, to 
certain limitations) is levied both., on those who arrive in and those who 
depart from Calcutta by train or inland steam vessel. No tax appears to 
be levied on persons arriving or departing by sea. 
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Dr. Farunjpye. Q. — ^He wii’l be able to do it in a place like Rangoon, 
but not in places where there are lots of houses and there is little demand 
for them, 

A. — ^It -depends reallj^ on whether there is a demand for house accommoda- 
tion or not. In Rangoon there has been a scarcity of houses. 

Sir Percy Thompson. Q. — ^You think it desirable to limit the rate' of 
land cess. Do the local authorities get enough funds from the present rate 
of land cess which, I think, is 10 per cent? 

A. — 1 wouldn’t like to say. Cei-tainls' their finances are not satisfactory. 

The President. Q.— You saj' that the principal reason for limiting the 
amount of land cess which can be imposed by public bodies is the poverty- of 
large masses of the population. Are the large masses who are so poor 
affected by the land cess? 

A. — ^Probably not. 

Sir Percy Thompson. Q. — ^IVith regard to the exemption from taxation 
of very poor houses of low rental value, previous witnesses told us that your 
recommendation of 1921-22 has been accepted. They have exempted 
houses paying a rental of less than Rs. 5 a month. 

A. — ^Probably it is so. 

Q. — ^Please see your reply to Q. 115. Suppose you get agricultural 
land outside municipal limits which is assessed to land revenue qua agri- 
cultural lands and therefore pays a low rate. The limits of the city extend 
and the land is used for building purposes and therefore attains a very 
high value. The tax still continues, but remains at the agricultural rate. 
If the land is required for a different purpose, i.e., for buijding, there 
is a prima facie case for taxing the unimproved value? 

■ A.-^Yes. 

Q. — ^Pro/essor Jevons made the other day a suggestion to levy an annual 
tax on the unimproved value of the land. He said that it wouW be 
comparatively a simple matter to value the whole of the sites in to'wns as 
distinct from .villages and put on a flat rate. What is your view of the 
difficult 3 ' of getting .at the site value of all the land in Rangoon? 

A. — ^There is no land actually in Rangoon now that can be valued purely 
as agricultural land. 

Q. — Could you value the sites apart from the buildings? 

A. — ^Yes._ But sales are alwaj-s sales of land and bu0^dings. One has to 
make deduction on account of the buildings to get at the rate for land per 
square foot. 

Q. — Do jmu think it would be practicable to get a valuation of all the sites 
in Rangoon sufficientlj^ accurately to base on it a tax on capital value? 

A — ^Yes; if you want to know the present value of any land, that could 
be ascertained with a certain degree of accuracy. 

Q. — ^That was the problem in England under the Finance Act of 1910, 
but the attempt failed miserably. 

A. — ^Rangoon is comiiaratively a small area and I think it could be done. 

Q. — ^Do you think a tax of that kind would be fair? 

A. — I am not prepared to say that it would be. 

Q. — ^Wlij' should these people pocket enormous profits and contribute 
nothing at all to Government? 

A. — They do not derive any particular benefit from their agricultural 
land, unless and untT it is used for building purposes, and then thej' become 
liable to municipal rates. 

• Q. — ^After all the municipal rates are realij', to a very great extent, a 
pajnnent for services rendered. 

A. — ^Yes. 

Q. — Aren’t manv people holding a title to the land that is unbuilt upon? 

A.— Yes. 

Q. — li\’'ould it not be a fair charge upon them? \ 

A. — I do not think so. If they find themselves in possession of a 
valuable piece of propei-tj', T do not see why they should not reap some 
benefit from it. 

The President. Q. — ^Isn’t it one of the principles of taxation that you 
tax a windfall without mercy? 

A. — ^I suppose that is so. 



Sir Fercy Tliomx>soti. Q. — At any rate, a tax woiild have this tenclcncj^: 
it might tend to stop the land being used for building purposes. 

A. — ^Personally 1 should like to see it taxed, because nothing annoys me 
more than to acquire land -svliich has never been used for anything but 
growing paddy or possiblj' flowei-s for 20 years and have to pay Rs. 5,000 
or Es. 6,000 for it oil the ground that it is now building land. As a matter 
of fact, I would welcome such a tax which might possiblj’^ have the effect of 
keeping the value of these lands down a little. 

Q. — ^Do you really think you could get a sufficiently accurate valuation 
of the unimproved value of land? - •« 

A. — think you could make a sufficiently accurate valuation to levy 
a tax. 

Q. — IVliat sort of staff do you think it wants? You would have to keep 
these valuations up to dale and revise them from time to time. 

A. — Such a staff as I have in my own office. If you could get a profes- 
sional valuer, so much the better. 

The Fresident. Q. — The Coi-poration have at present a staff. 

A. — ^They have an assessment staff. 

Sir Fercy Thompson. Q. — They merelj' ascertain the annual value of land 
and buildings. We surelj' want persons of different qualifications to find out 
the capital value of land and buildings and then ascertain the value of 
houses, which is to be deducted. 

A. — should think probably that the best staff would be such a staff 
as I have in my office. My Land Department is only a small one, but you 
want men who know the local "conditions and the history of land in 
Rangoon for the last few years and have access to records of sales and 
transactions. 

Q. — ^How long do you think it would take your staff to make a valuation 
of all such land in Rangoon? 

A. — My staff, as it is, would take two to three years to make anything 
like ail accurate valuation. 

Q. — And when they have done it, wouldn’t the valuation so found be 
very controversial? 

A. — ^It will not only be controversial, but will keep on fluctuating. That, 

T think, is an even moie serious objection. If yon fix a valiiat on to-day, 
five years hence it would be out of date. 

Q. — I think we will have to renew the valuation once in, say, five yeare. 
A. — ^Yes. 

Q. — Then, ought not you also to ascertain the value due to all kinds of 
improvements ? 

A. — ^Yes. 

Q — Wouldn’t that cause some difficulty P 

A. — ^IVlien you get the value of the land as it stands with the improve- 
ments on it, in order to get the unimproved value, j'ou would have to make 
a deduci/ion on account of the improvements. 

Q. — Still you think the task is a feasible one? 

A. — Yes, I think it is. We have had to do it in respect of our Govern- 
ment estates in Rangoon in the last twelve months to fix rents. The com- 
mittee which went into this subject laid it down that fixation of rents 
should be based on consideration of the "market value of the land and the 
cost of equipment, 4 iier cent on the market value of the land and 6 per cent 
on the eost of equipment. 

The President. Q. — That was land which had been built over. 

A. — Not necessarily, some was built over and some 2 iot built over. 

Sir Percy Thompson. Q.— Yu reply to Q. 117, you say that you do 
not understand how the discharge of a national service can devolve upon a 
local bodj-. Do 3 'ou still odhei'e to it? 

A. — ^YHien I wrote that, I was thinking more of things like the main- 
tenance of the Army and Navj' — obvious national seindces. Such national 
.Services as education and sanitation might certainly be paid for, in part at 
any rate, by the local inhabitants. 

Q. — understand that your principle of making grants-iu-aid would be « 
that they .should be proportioned to the expeiiditure of the local body: jmu 
say that the general principle upon which such grants should be made should 
be that of Government helping those who help themselves? 
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A. — ^Ycs : otherwise, as things are in Burma, ] think you will find people 
trying to get out of responsibility and falling back on Government assistance, 

Q. — ^You would make the grant conditional on efficiency in the administra- 
tion of the services P 

A. — Certainly. 

The President. Q. — Is not that policy rather one of giving to those that 
haven't P Take a dry district with a large area and a small wet district. 
I'lie small wet district, for instance, has the bigger revenue, but less length 
cf roads to maintain. 

A. — I had in mind municipalities rather than districts. District funds 
have only been in existence in Burma for a short time, and I personally had 
very little to do with them. 

Sir Percij Thompson. Q. — Would it not also apply to the case of munici- 
palities? You have poor as well as rich municipalities. 

A. — ^Yes. I would not apply the policy rigidly, but merely I want the 
poor municipalities to show some signs of helping themselves. 

Q. — ^You do not think the grant-in-aid should be giveu^ unless the locality 
is taxing itself to the full. 

A. — Unless it tries to discharge its duties itself, I do not want them to 
live on charitj-. 

The President. Q. — would like you to re-classify the taxes given in 
ai^pendix I to your report under a number of main heads, e.g., taxes on 
trade, taxes on propertj’, taxes on persons, taxes on transactions, taxes on 
carriages and animals including dogs, and payments for seiwices rendered. 
Your markets and toils aie practically taxes on trade. 

A. — Thej’ are really. 1 consider them as indirect taxes! 

Q. — In . 3 'our replj"- to Q. Ill, you saj' that practically every munici- 
pality in Burma relies on tolls on vehicles maintained outside municipal 
limits tipon their entering Avithin such limits. That would be another tax 
on trade. ♦, 

A. — ^Yes. 

Q. — ^Do you accept that classification generallj', taxes on trade? 

A.— Yes. 

Q. — ^Practically, the large levj' on markets in Burma is the equivalent 
of the octroi or tenniiial tax in Northern India and tolls in Madras. 

A. — ^It certainly has occurred to me that that is so since I Avrote this 
report. It is a fairlj' remuneratiA'e indirect tax in another form. 

Q. — I pass on to taxes on property. First of aU, j'ou propose in the 
report to abandon land reAmnue in toAvns and to leave it to municipalities. 
Has anj' action been taken on that? 

A. — I am afraid I do not knoAv. 

Q. — AVe have referred to some such idea in Q. 103 of our questionnaire. 
Are 3 'ou prepared to see laiid revenue abolished Avithin municipal limits? 

A. — ^Yes. 

Q. — ^That Avonld mean that certain plots of land Avould escape ground 
rent, whereas plots belonging to prWato companies would still be paying 
it. Wouldn’t that be giving something to the occui^ier for nothing? 

A. — ^The private oAA'nei’s of land in Eangoon do not pay ground rent, but 
eAmrybody else does. 

Sir Percy Thompson. Q. — Whom do they pay it to? 

A. — ^In Rangoon, to the Development Trust. 

• Q. — Of course. Government naturallj'^ charges a rent for all the land 
that belongs to it. But the point is, Avith regard to the land Avhich ha's 
, come Avithin the municipal limits, is there any reason Avhy rent should not be 
paid for that? 

The President. Q . — Alay I put it in this Avay? In certain parts of India, 
you have three cla.sses of laud inside a toAiii — oi'iginal village-site free of land 
revenue, agricultural land paying agricultural rent and land Avhich is 
subsequently disposed of by Government and this AA-ill be subject to full com- 
petitive rack rent, less a small amount to alloAv a margin to be taken by 
auction, that is according to the orders of 1895. Now the sugge.stion Avas 



liiade that you should wipe out Goveniment taxation iu order to euable the 
local body to enhance its rates throughout, the idea being that if Government 
were already taking Rs. 50, the limit being Rs. 60, you make the 
municipality limit iteelf to the Rs. 10; whei-eas if you wipe out the Govern- 
ment taxation, it will get Rs. 60. 

A. — Yes. 

Sir Percy Thompson. Q. — Take a village which develops into a town. 
Because certain sites have been allotted for village site free, and the agri- 
cultural land now develops into a town, is there any reason why the people 
who have been occupying these houses and shops should not pay for them? 
Surely the Provincial Government is entitled to charge a rent, the ground 
rent, for the land if it is Government property. And if, in fact, from usage 
and custom it has got into private ownership, is there any particular reason 
why you should not pay a tax in addition to ground rent? 

A. — I do not think there is anj', except the difficulty that we experience 
in Rangoon and that is the total divorce between law and public opinion. 
You might pass an Act empowering you to levy the tax but find it impossible 
to collect it. In Rangoon there are people who have been occupying portions 
of Government estate for j'ears at a very low rent — on ridiculous rents — 
bearing no relation to the value of the land. 

Q. — Is that under lease? 

A. — Some of that is under lease, but mostly without lease; and when 
Sir Charles Webb founded the Development Trust and endeavoured to intro- 
duce rent which would bear some relation to the value of- the land, there 
was an outcry against it. So we had to abandon that idea and introduce 
very modified rents. 

■ Q. — 1 should have thought that the number of people who have got these 
sites for practically nothing is so small that you will have general public 
opinion saying “Why should these people get off free”. 

A. — A great many people have these sites for practically nothing and 
they had been living on them for some years — the land was undeveloped and 
Government could not very well insist on their taking out leases, either 
long or short, for undeveloped land, and so the.v left them alofie until they 
were able to develop the land. And now, having developed the land, we 
say they have got to pay but they simply rise up and flatly decline to do so. 

Q. — I quite understand the particular individuals concerned being un- 
willing to pay; but why should they get sympathy from the genei'al public? 

A. — ^They have got the sympathy of the Legislative Council. 

The President. Q. — But you could not put the private land on the same 
basis as Government land which j’ou are disposing of directly? 

A. — This is Government land. 

Q. — Have j'ou any system here under which agricultural land coming 
within the limits of a municipality is taxed to a higher rate than the 
agricultural rate? 

A.— No. 

Q. — It never becomes liable to Government taxation? 

A. — Theoretically only the homestead plots not exceeding .25 acre are 
exempt from land revenue, but in practice I do not know whether it is 
adhered to. 

Q. — ^Is there any section in the Burma Town and -Village Lands Act 
.that enables the Government to levy’ anything they like? 

A. — ^I think the Lower Burma To^vn and Village Lands Act exempts 
household plots of a quarter of an acre or less : anything over quarter of an 
acre in towns is liable to revenue. 

Q. — That gives power to levy anything you like? 

A. — I fancy the land will have to be included in some settlement. In 
practice, land which already pays municipal tax is not assessed to land 
revenue in Rangoon. 

Q. — ^The two things are quite different? 

A. — They are. 

Q. — ^The question is, do you see any way of levelling up land revenue as 
distinct from the municipal rate on the three classes of land which I have 
described ? 

A. — ^We have not got those three classes of land in Burma. There are 
only two classes — fj-oehold oi- Government. 
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Q.— You have got land which is now at the disposal of the Government? 

A. — ^Yes. 

Q. — ^And you have got land which is somebody’s possession with an 
agricultural tax? 

A.— Yes. 

-Q. — ^And land which is paying no tax or land revenue, either freehold 
or otherwise? 

A. — ^If it is a freehold, it escapes revenue only if less than .25 acre; 
otherwise it pays land revenue. 

Q. — ^At M'hat rate? 

A. — ^At the agricultural rate. But the total is very small. My office 
collects this land revenue in Rangoon and the amount is very small. 

Q. — You agree that property in non-agricultural land is one of the tj^es 
of property that escapes taxation? 

A. — Yes, that class of property to which reference was made just now — 
undeveloped agricultural property on the outskirts of Rangoon — certainly 
does escape taxation. 

Q. — ^With regard to assessment of railways to local tax, you saj' no one 
except a specialist could deai with h:' 

A. — I am afraid [ do not know very much about the subject. 

Q. — ^Did you come across manj' difficulties in that connection in yo1u‘ 
tour throughout India? 

A. — ^No; because they make no effort to deal with the subject on the 
English sy.stem. They simply take a more or less arbitrary valuation and 
ralue so much per cent on the property as its rental value. 

Q. — Under section 135 of the Railway Act, the Commissioner has to 
assess ? 

A. — I do pot know about that. 

Q. — ^You recommend “the taking Df a percentage of the capital cost of 
buildings and of the value of lands as representing the ratable value of the 
railway”. "Would you apply that to both the municipalities and District 
Councils? 

A. — ^District Councils have not yet levied any tax on property. 

Q. — Does the railway company pay land revenue on the land? 

A. — ^No; it is their o'^vn land. 

Q. — Then the track would he free of tax? 

A. — I should think it would. As a matter of fact. District Councils came 
into existence since I wrote this report, and I have not considered that 
question from that point of view; but T think it would be. 

Q. — ^As regards land in a municipality, both buildings and track will be 
taxed ? 

A. — ^That is one of the sore points in the case of the Burma Railways 
and Rangoon hlunicipality. 

Q. — ^Would not your recommendation cover that: that “the existing 
system of rating railway property whereby a percentage of the capital cost 
of buildings and of the capital cost of land is taken as constituting the 
ratable value should continue to be followed in Burma” ? 

A. — The Bui’ma Railways objected to the rails and the land covered by 
them being included in the valuation. They said “what benefit does this 
land derive from municipal .services?” 

Q. — Had you any idea what percentage should be taken? 

A. — 4 per .cent on land and 8 per cent on the property. This is 
what was actually levied in Rangoon, and I think matters should be left as 
they are. In some other parts of Burma different" rates are taken. 

The President. Q. — ^With regard to tax on persons, you don’t like 
profession tax ? 

A. — ^It seems to be another form of income-tax. 

Q. — ^Is it not like the thathameda or the Punjab haisyat tax which i* 
collected on the basis of the chowkidari assessments — a rough' and ready rate 
on the' family ? 
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A. — ^Tlie profession tax in Calcntta is practicallj' a license fee. Capita- 
tion tax is a poll-tnx, i)m'e and s niple. 

Q. — Your capitation tax is going to be developed into a circumstances 
and property tax? 

A. — ^That is the idea. 

Q. — ^And circumstances and property tax is very similar to the profes- 
sion tax? 

A. — do not think so. 

Q. — Did you study tliem as existing in the Punjab and United Pro- 
vinces? 

A. — No; I did not see the circumstances and proxierty tax vorking at 
all. I studied it in the Central Provinces Municipal Manual. But I did 
not got the impression that there vas any resemblance between the profes- 
sion tax and the tax on circumstances and property. 

Q.--T think they more or less run into one another. 

A. — I take it that the circumstances and property tax is levied with the 
same object as a general tax on rental values is levied. Only this is thought 
to be i^erhaps in some cases a fairer way of getting at the capacity of the 
tax-payer to paj', anti lii.-^ circumstantes and property are regarded simplj’ 
as an indication of his capacitj’ to paj’. You may say the same as regards 
the profession tax; hut the relation is rather strained. 

Q. — Is it not the fact that a man is a Barrister is some indication of his 
circumstances? 

A. — That is one of the considerations taken into account. 

Q. — With regard to tax on transactions, you say that there is a stamp 
diity on transfer of property; how is that collected? 

A. — That is collected by the registration ofheor who charges an extra 
fee and sends an account to the Accountant-General and wo draw the amount 
from the Accountant-General. 

Q. — The tax on carriages and animals is practically universal? 

A. — ^Yes. 

Q. — So that practically you have all over India five classes of taxes, the 
difference being the extent to which reliance is placed on one or the other? 

A. — Reliance is placed primarily on the first, second and third. 

Q. — On page 20 of your report you say that it is desirable that the local 
bodies should have control over their own tax collecting agency. Do you 
think it is a verj" sound principle? Is it not generally found that local 
bodies making their own assessments find the work very unpoinilar and are 
generally inefficient? 

A. — I wrote this rexiort at a time when self-governing municipalities 
had just been introduced. Probably the first self-governing institution had 
just begun. One assumed that they were going to function efficiently. 
At any rate, we had no proof that they were not going to be efficient; and 
theoretically I think that if they are going to administer their own affairs, 
they ought to assess and collect their own taxes. 

Q. — ^Tn France they do not have control over their own staff. 

A. — ^Yes. 

Q. — ^Your ijrocedure in the Development Trust here is to huy land and 
sell it again? 

A. — Yes; that is what we are doing at present. 

Q. — There is no procedure for the development of private land on the 
basis of a betterment tax? 

A. — ^We have in Chapter IV of our Act a scheme by which we can include 
private property in a general scheme of development and then charge the 
owners who are benefited a percentage of the increment to the value of 
their land. 

Q. — ^Have you worked that? 

A . — ^We have never worked it, because the safeguards in the Act and the 
subsequent safeguards made by rules are such as to render it practically 
unworkable. 

Q. — ^Have 3 ’ou studied its working'an.ywhere else? 

A. — No; I had no opportunitj'. 
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16th April 1925. 

UATXGOOIT 

Present ; 

Sir CiiAniiKs ToDiiuNTini. ir.c.s i., i.e.s., President. 

Sir Bii.vy Cnvxn AfAiiTAn, o.c.i.i:.. k.c.s.i.. i.o.m., Maliarajaclhirnja 
Bahadur of BurcBvan. 

Sir Bkuoy TnoAirsoN, K.u.r., c.n. 

Tho Hon’hlo Sauuaii .Tookkdua SiNon. 

Dr. It. P. PARANJl'Yr. 

Dr. L. K. ITyuku, M.r..A. 

Mr. A. E. BOYD, Collector of Sea Ctistoms, Biirma, was examined. 


Written memorandiun of Mr. Boyd. 

Q. 78. — A tariff imposed, strictly from a revenue producing point of 
vieu', should i)rosumahIj’ include overj’ihing, hut since some things are 
allomed in free or mith a veiy .small duty, J thinlc, porhap.s, articles which 
bring in a very small rovonuo might bo eliminated. It would help to make tho 
imposition less irritating. For instance, there are a great jnany articles 
imported through the po.st on which duty is charged, and the amount ’•e- 
covered is very small. This is a very great source of complaint and irritation 
to tho importers. 

Q. 7fl. — Statistics for tho pa.st five years on the following high duty 
articles, namely (i)re.SfnL duty) — 

.Spirits . . . . Hs. 21-14-0 per proof gallon. 

Cigarettes . . , , . . , , . . 75 per cent. 

Saccharine Rs. 2d per lb. 

Motor cars .and cycles 30 per cent. 

Silk „ 

Gold and Silver roanuf.acturcs . . . . ,, 

Toys and Games requisites . , . . . . ,, 

show that although thoro has been a decrease in the value thoro has in some 
instances been an increase in the duty. 

Undoubtedly, tho high rate of dut 3 - has resulted in increased smuggling, 
— ^A'ido tho cigarotlo smuggling across the Siamoso fi-ontior and tho gold laeo 
and matches across tho Pondichoriy and Kariknl frontiers. Tho Ardath 
Comi»anj' liavo not been able to impoi-t “555” cigarettes, for instance, for 
about two j'oars. They aro doing so now howorer. The same applied to a 
largo firm in Madras, who used to supxily practically tho whole of the South 
of India with matclios. They had to stop importing altogether as they were 
hoing undersold by importers of smuggled matches across the Pondicherry 
fi-ontier. Not only does Government lose tho dut.v on these articles, hut the 
logitimato honest would-ho importer loses vorj’ badly too as it stops his trade. 
We estimated vciy loughly that about 7 or 8 lakhs of rupees worth of goods 
were smuggled across the Pondicliony frointior ycaidja 


Q. 80. — ^Yes, I think the rate of dutj’ could bo raised without hurting 
the trade on tea and salted fish. The present rate of 7J anims a mnund 
works out to onl.v 2 per cent ad valorem on diy fish and 5 per cent ad 
valorem on wet fish, ns compared with the gouor.al r.ato of dutj’ at 15 per 
cent (id valorem. Tho following aro tho quantities and value of diy and 
wot salted fish imported into Burma from foreign poi-ts during the year 
] 92.8-21 ; — 


Pish , dry, salted’ 
,, wet ,, 


Cwt. 

Mds. 

Value. 



na. 

65,449 

89,083-3 

21.70.407 

16,320 

20,862-2 

1,96,164 


VI-28 
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The duty on dry salted fish at 7^ annas a maund yielded Es. 41,768 or 
1.9 per cent on the value, and that on u’et salted fish amounted to 
Rs. 9,775 or 5 per cent on the value. I put this propos.al to the Central 
Board of Revenue in December Inst, but the Government of India considered 
this was not a convenient time to take up the point. 

Tea . — ^At present 15 per cent might ho increased to a specific duty of 
3 annas a lb. 

Q. 81. — It will simplify matters a great deal if an ad valorem duty 
is fixed for medicinal spirituous preparations. These comprise a very large 
number of preparations by several makers and are imported in comparatively 
small quantities. Tlio work of testing and assessment is laborious, and 
there is a delay in iiassing the goods. Each preparation of eadi maker, 
however small, has to bo shown sepayatel 3 ’ in the Bill of Entry. Whisky, 
brandj' and gin are .tested bj’ appraisers, but medicinal preparations have 
to bo sent to a Chemical Examiner. Denatured spirit is assessed at 7i per 
cent ad valo7'em, and methylated liniments and tinctures, which are im- 
Ijotablo, at 15 per cent. Considering the good use to which medicinal pre- 
parations are put, and the fact that the 3 ' cannot bo drunk as a beverage 
as in the case of whi.sky, I think there is a good case from all points of 
view for assessing these preparations at 15 per cent. 

Q. 82. — I think not in Burma. 

Q. 83. — T think specific duties are preferable wherever they can suitably 
bo fixed. Disputes with importers as to values will bo redueed to a mini- 
mum. Tariff valuations are in a wa 3 ' a .sort of specific duty. 

Q. 84. — The .S 3 ’stom of tariff valuations has, on the whole, worked well. 
Those are fixed for the calendar 3 'ear and are very seldom altered during 
the course of the 3 ’oar. When there is a di-op in prices, importers grumble; 
on the other hand, they gain when juices rise. On the whole, importens 
prefer tariff valuations as they save disimtcs regarding market values, and 
as they help to got their goods cleared more oxp 6 ditiousl 3 ’. 

Q. 85. — This refers to assessments under clauses (a) and (b) of 
Section 30 of the Sea Customs Act. As regards assessments under elause (a), 
merchants have continually protested against assessments on the price at 
which the last wholesale .dealer sells the goods, or, in other words, on the 
highest price obtainable in the market. Importers contend that the goods 
should be assessed on the wholesale price at' which they sell, but the Govern- 
ment of India have ruled that the terms “wholesale cash price” should bo 
defined as the “local wholesale market value” irrespective of the price at 
which transactions are conducted between importers and dealers. 

Assessments under claiise (b) are ordinaril 3 ’ based on invoices. At this 
port the invoices produced have been found to bo reliable. In cases of 
doubt the goods are actuall 3 ’ examined b 3 ’ an appraiser. 
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Statement showing the quantity and value of iron and steel products affected by the protective duties imported into Burma 

from Foreign countries during the periods noted below. 
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VI— 24: 


Separately recorded from 1st April 1923 



Statement showing the quantity and value of iron and steel products affected by the protective duties imported into 

Burma from Poreign countries during the periods noted helow — contd. 
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Protected. 

Non-proteoted. 


Protected. 

Non-proteoted, 

Protected. 

Non-proteoted. 

Protected. 

Non-proteoted. 

Protected. 

N on-protected. 


Protected. 

Non-proteoted. 

Protected, 

Non-protected. 

Protected 

Non-protected. 

Protected. 
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Protected. 

Non-proteoted. 

Protected. 

N on-protected. 

Protected. 

Non-protected. 
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Non-protected. 
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Inoluded under “ Not galvanized or tinned, sheets and'plates ” during the years 1922-23 and 1923-24. Separately recorded from Ist April 1924, 
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(a) Includes duty on untiTeted articles assessed at non-proleokive rates. 

(i) Includes duty on fencing wire, piano wire and wire rope assessed at non-proteolive lates. 
(c) Inoludes duty- on iron materials assessed at non-proteotive rates. 

(rf) SLows collcotionS on tin plates only. -- 3 . 
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Statement showing the percentage of wastage in imported salt 

before delivery. 


Quantity manifested. 

Quantity 
warehoused 
excluding 
quantity 
delivered ex- 
ship. 

Excess or wast- 
age ex-ship. 

Quantity deli- j 
vered ex-hond. 

Wastage 

ex- 

hond. 

“ Baron Androssan " 2C-S 
and 26-S — 

MRS. 


1 MDS. 

PER CENT 

176,94:4'4tt maunds 

“ Sittang ” 28-S— 

180,851-444 

2*.20 per cent 
excess. 

178,005-625 

1-57 

122,500‘() maunds 

“ Yorkshire ” 30-S and 

32-S— 

121,704-5 

0-64 per cent 
short. 

119,210'-0 

. 2 04 

27,222-222 maunds 

Rio Azul ” 24-S— 

27,660 

1*6 per cent 
excess. 

26,525-626 

4-10 

174,222-221 maunds . . 

172,720 

0-86 per cent 
short. 

165,499-687 

4-18 

“ Bunolutha ” 5-S . . 

“ Pegu ■’ 1-S— 

122,499-999 

122,499-999 

113,487‘-500 

7-36 

40,833-333 maunds 

“ Yorkshire ” 1-S— 

35,690 

0-87 per cent 
excess. 

36, 626-000 

4-16 

38,709-998 maunds 

“ Simla ” S-S— 

40,100 

1 

3*59 per cent 

1 excess. 

38,727-500 

3-42 

64,099-884 maunds 

“ Gloueestcrshire ” 10-S — • 

64,275 

0-27 per cent 
excess. 

62,593-125 

2-61 

32,666-666 maunds 

32,520 

0-44 per cent 
short. 

31,648-750 

2-67 


Mr. Boyd gave oral evidence as follows : — 

The President. Q. — Yon tliink that a tariff imposed for a revenue 
producing imint of view should presuiuahly include everything, but that 
articles which bring in a very small revenue might he eliminated? 

A. — There are a lot of things that come bj' post whicii are of very little 
value and in such cases the imposition of duty is very irritating. These 
little things are pin-iiricks. 

Q. — You cannot exempt all articles of small value? 

A. — It is a very hard, thing to say where you should stop. Little 
things tliat are imported by private people not for sale but for private 
use are the cases that 1 referred to. 

Q. — Toj's you mention lower down have been falling off under the high 
duty. Those come as Christmas presents? 

A. — ^They come out more for the shops. I was thinking more of private 
importations through the jiost. A certain limit of value would have to be 
fixed; if not, private impoi'tation would increase to an undesirable extent. 
30 per cent is levied on such things. 

Dr. Hyder. Q. — Have you not received complaints from tailoi-s tliat 
people receive goods such as ties, silk shirts, etc., through the post from 
England duty-free, whereas they have to pay on their importations of similar 
goods ? 

A . — I have heard of them. But nowadays people have to pay on articles 
imported through the post just ns the shops do. I think wo have tightened 
up the postal receipts now, * 
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Drl Faranipye. Q. — Gold and silver thread can he iinijorted hy post? 

A. — ^Yesj very easily. f* 

The Fresidcnt. Q. — In dealing with item 79 you speak of the high rate 
of import duty. Is there a fall in the returns? 

A. — ^Yes. 

Q. — These are figures for Eangoon only? 

A.— Ye.s. 

Q. — ^You thinlv the duty on salted fish could be raised? 

A.— Yes. 

Q. — ^IVhere is the salted fish impoided from? 

A. — I cannot toll off-hand. At any rate it is out of India. Mostly 
China I think. 

Q. — The salted fish from Madras and Bombay is made from salt whidi 
is duty-free? 

A. — ^I do not know. Perhaps it woxild be. It is the foreign fish that 
is coming in large quantities. 

Q. — Similarly there is a duty on tea? 

A. — Yes; hut that is a duty which we can fairly reasonably put up too. 

Q. — ^There is a considerable import of Cliina and Ceylon tea? 

A.— Yes. 

' Q. — ^Even that duty is not sufficient to make people take to Assam 

tea? 

A. — ^Apparently not. 

Q. — ^Then as regards medicinal spirituous preparations you suggest an 
ad valorem duty. 

A. — Yes; that is an item whidi gives no end to work. 

Q. — ^But how could "you have an ad valorem duty on medicinal spirits? 

A. — ^I would levy the duty on the whole preparation and not on the 
spirit in it. 

Q. — At present the duty levied on spirit is Rs. 21-14-0? 

A. — ^Yes, if tested ; if not tested, then Rs. 30. 

Q. — ^It is enormously in e.vco.ss of the value of the preparation? 

A. — ^Yes; hut the spirit in these preparations is proportionately very 
small. For perfumed spirit the duty is Rs. 3G per imperial gallon, or 16 
per cent ad valorem, whichever is higher. 

Q. — ^IVoiikl a similar rate apply to medicinal spirituous iireparations ? 

A. — I would agree to an ad valorem dutj- being put on the whole lot. 

Q. — One di.strict in Bengal once drank 80,000 bottles of Eau de Cologne. 
Have not these duties led to the making of these medicated spirits in 
India? The Local Governments have been generally lowering the duties 
all round and a local trade has .siirung up. 

A. — ^I' have not heard of that. 

Q. — You say as regards assessments, merchants have continuously pro- 
tested against assessments on the price at wliich the last wholesale dealer 
sells the goods. oi-, ni other words, on the highest price obtainable in the 
market. 

A. — That is a very vexed question. It is not fair to charge at what 
the last wholesale dealer sells. This is what we do. A man imijorts certain 
goods worth Rs. 100. He may sell it at a discount of 2i per cent. He may 
have bought at .5 per cent discount. He re-sells it again for something 
higher. We are obliged to charge on the highest wholesale rate" and not the 
original rate of the importer. The merchant says it is not fair. 

Q. — ^Is this a new rule? 

A. — ^This is the practice with regard to goods with fluctuating prices. 

Q. — What would be your alternative? 

A. — The onlj' alteimative would be to take it on the first person’s whole- 
sale rate. It looks rather more fair from the point of view of the merchants. 
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J get ail article for Rs. fOO. A third man sells it for Rs. 105. There are 
tiro or three intermediate people making profits. Why .should I he charged 
on a value of Rs. 105 for thatP 

Dr. Faranjpyc. Q. — ^You ivould take it from the succeeding nianP 

A. — pay at a rate higher than the rate of my purchase. 

The Prcsklevt. Q. — ^How are the prices ascertained P 

A. — ^The appraiser ascertains the rates at which the article is selling 
in the bazar. Therefore we charge him at the wholesale market rate which 
may he more than he ought to pay. Very often they want me to take the 
goods under Section 32. 

Dr. Paranjiiye. Q. — Supposing a man does not take the goods and does 
not payp 

A. — At the end of three months the goods are sold by auction. 

The President. Q. — think you have interested yourself in the matter 
of salt, do you consider that a very careful weighment is necessary for 
locally-made or imported stuff? o 

A. — ^Yes, I nm only concerned with imported salt. 

Q. — ^In Calcutta you utilise the Kilby counter? 

A. — Yes. 

Q. — Do you find it quite satisfactory? 

A. — No. It can be cheated too easily. I think the system of the 
counter is wrong. It is worked by a pendulum and only registers wheii 
the door of the salt tub is closed after the salt has been discharged. The 
pendulum has to fall to an angle of about 45 degrees before it will register 
on its return. It is, therefore, obidous that the door of the tub can be 
opened to such an extent that the pendulum has not moved from 45 decrees 
and yet all the sa't can bt discharged. Iii that case the counter would not 
register at all. Another drawback is that it sometimes happens that a lump 
of rock salt is thrown into the tuh with the other. salt. This causes a jar 
which often causes the counter to jumi> and thereby register more than it 
should. 

Q. — You have invented a counter which stops thatP 

A. — Yes. 1 have invented a counter which has been taken up by the 
’ Government of India and is now on trial, which registers directly the door 
of the salt tub commences to open and before the salt is discharged. It has 
been found on actual test that the jar caused by a lumij of rock salt 
falling into the tub does not affect it at all. In fact it is quite impossible 
that it .should do so. I have b.ad this counter tested in every imaginable 
way and wo cannot clicat it except in Government’s favour which, of 
coui'se. the merchaid does not want. 

Q. — You regard any system of storage as bound to involve some wastage? 

A.— -Yes. certainli it muM. T bare got a statement* which shows the 
wastage. It works at about 3 to 5 per cent. 

Dr. Paranjpye. Q. — How much customs revenue do you collect in 
Burma altogether? 

A. — It is about 55 to GO lakhs of rupees in a month, and it comes to 
about 5 to 6 J croi’os a year. 


Messrs, J. W. mCHARDSOlSr and J. K, MICHIH, Biepxesentatives 
of the Biu-ma Chamber of Commerce, were next examined. 


Written memorandum of the Burma Chamber of Commerce, 

Rangoon. 

Q. 5. — In view of tbe great difference in density of production areas and 
quantity of production, the enormous area to be covered, to say nothing of 
difficulties inseparable from suspicion engendered by any sort of census, we 

*806 the statomciit on page 195. 
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cannot see that the advantages to be gained are worth the enormous cost 
ol taking such a census of production. 

Q. 6. — ^It inaj' be answered similai-ly to the above with the addition tirat 
limited statistics would fall considerably short of accuracy and the value 
when oljtained would be very doubtful. 

Q. 7. — ^Accurate and full statistics of all kinds are valuable if regularly 
available. 

Q. 13. — This appears to cover Uovoi-nnient trading which nothing will 
persuade the commercial community is anything but inunoral j thereiore any 
views expressed on this question are in our oiunion entirely beside the point. 

Q. 14. — Posfo. -ukI telegraph.-^. in-ofii.s on coinage, or exchange, are items 
which have been more or less conceded as within Government sphere, not 
because Government can work them any better than a private company but 
because Government can take unto itself powers which it has not yet been 
thought lit to grant largely to iirivate individuals. As these are pz-acticaUy 
Governmental sez-vices, in our opinion, tliei-e is no justification for eazmiiig 
luoi-o than is necessaiy to cover cieprccizition, amortization, iutei-est on cajzitai 
and founds for extensions on the grounds that as service is entirely public, 
there is no justification foi' mulcting one sot ol pooplo lor the benefit of 
another set, and it is the cheaimess of these servicesithat assists expansion 
in other directions and increases the volume of tax collections. 

'J’he other items in this question come under the heading of "Governmeut 
Trading”, aud with the statement that they should not in any case be in 
the hands of Government, we cannot conceive of any circumstances in which 
they could possibly be considered a scheme of taxation. 

Q. 15. — ^As irrigation is, practically, machinery for the utilization of land 
which would otherwise be of little value, the charge for irrigation . should 
not exceed the cost of service, and Governments should look to laud revenue 
received, in consequence of such irrigation, as their return, items 2 and 5 
are disposed of in the above answer, item 4 is impracticable without very 
expensive methods of measurement, items 1 and 3 are worth going further 
into. Personally, i would say that the cost ol water to the cultivator should 
not bo more than the actual cosi, of delivering the water phis a sullioicut 
margin to cover upkeep, amortization aud funds for extensions. 

Q. IG. — It is impossible to fix any iiroportioii; each case should be decided 
on its merits, aud the revenue ol the land served by artificial irrigation 
should bo in accordance with the value ol tho crops it produces. 

Q. IS. — Dues levied under the Indian Ports Act should be devoted 
entirely to the needs of the port and develoinnent schemes, etc. in no case 
should iiort revenues bo aiiplied to the relief of general taxation. 

Q. 23. — ^In the two items mentioned the use is so universal that the 
statements made may be taken to apply and, though they are essentially 
class taxes, the weight with which thoj' fail on the individual is entirely at 
tho option of the individual. 

Q. 24 . — A tax on railway tickets would undoubtedly be termed an imjust 
tax, inasmuch as many people use the railways who are compelled to do so, 
and to carry it to its logical conclusion, competing interests such as 
omnibuses, hack carts, ticca gharries and rickshaws should be similarly taxed, 
which is' of course impossible. 

As regards onterfainmcnts, the experience in the United Kingdom over 
the last few years appears to sliow thai such a tax is undesirable. In India 
particularly, it ivould apiiear that to tax entertainments would effectually 
jiut a brake on the organization of cleaner, healthier and better controlled 
entortainmeiits, for it would bo impossiblo to collect taxes from all small shows 
of muiij' aud varied descriptions. The result would be that organized shows 
in large towns which alreadj' meet heavy' taxation in income-tax and local 
taxes would fiaj', whereas the less desirable entertainers who pay little, if 
any, direct taxation would escape altogether. 

Q. 25. — it raises rather an important issue aud it would seem that there 
is no reason why those iieople who are unable to enjoy tobacco or intoxicants, 
because of their religious beliefs or customs, should not contribute through 
their particular luxury or vices, but it is difficult to single out any one item 
which they alone enjoy. Certain sections of the community make immoderate 
use of such things as sugar, milk, etc., but to tax these in order to get at any 
particular set of individuals would also penalize those who have already 
contributed heavily through alcohol and tobacco. Any attempt, therefore, to 
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separate smokers and non-smokers, drinkers and non-drinkers, drug-takers 
and non-drng-takei-.s is out of the question. 

Qs. 27 to 29. — ^Unless additional I’eiiresentation based on the measui-e of 
taxation is in contemplation, adult suffrage -svitliin the limits now in existence 
apxjoars to dispose of the question. A further relaxation of these limits 
is not advisable, if, as we are xindcr the impression is the case, the 
qualific.ations of a voter are lower than in the better organized European 
counti-ies. 

Q. 30. — iioll tax as a primary tax to bo equitable would have to be 
voiy small and therefore hardlj’ worth collection. 

Q. 31. — Capitation tax appears to us to bo the worst fonnof imll tax except 
l)erhaps the proposal to tax immigrants. 

- I'hatliameda tax applied in the best waj' is a much loss objectionable 
form of x)ersonal tax. 

The other taxes mentioned are not apxjlicablo to Burma. 

Q. 32. — 1 consider tlie ta.xes named in Q. 31 arc more objectionable than 
those njimcd in Q. 32 (excepting octroi). 'I'ho latter are far more dependent 
on individual ability lo_^)ay and might bo described as income-tax on those 
who do not come within the Income-tax Act. 

Income-tax coiTcctly applied aiqjcai's to be one of the most equitable 
methods of spreading taxation, but its equitable collection ai^peai-s to bo 
possible only in countries which are efficiently organized. 

Q. 34. — Faults could doubtless bo found with both schemes, but the 
present Indian scheme can be said to be reasonably satisfactory. 

Q. 35. — Wo would not differentiate, inasmuch as a very largo ijroportion 
of unearned income is the return on savings from earned income which has 
already paid tax, particularly so in India. 

Q. 30. — Consider it impiacticable in this country. 

Q. 37. — The English Government has been sufiiciontiy convinced of the 
injustice of the handicap on industry, etc., to icpcal the Corporation Profits 
Tax or any lonn ol supci-Lax or companies. There axqiears to bo no justifica- 
tion for retaining it here for the reason that such a tax is directly on 
enterprise and curbs expansion. Further, it is a direct additional tax on 
large undertakings, which to meet the requirements of other participants not 
interested in the jiarent comiiany are compelled to form subsidiary companies. 
The double, sometimes treble, incidence of this tax on comimnies and 
subsidiary companies is in equity indefensible, and in the long run must 
affect ontorjirise and the flow of capital. 

Subsidiary couqmnics or comiianics partly owned by pai-ent companies 
should, wo think, bo recognized and welcomed as a necessity to enterprise and 
as a moans of bringing in capital and of development. 

Parent companies may bo willing and able to take jiart-share in a now 
enterprise, but have in front of them the handicap of double or treble 
taxation. 

The policy oi taxation embodied in the super-tax almost seems to be 
dii'ectly designed to discourage such develoinnents or at least has this effect. 
As it is unthinkable to suxipose this is intended, wo consider the t.'"' should 
be abolished. If abolished and a substitute taxation found necessary, 
income-tax could be adjusted, although in the interest of the commerce of the 
country it is to ho hoped no substitute would he necessary. 

Q. 40. — We consider there should always be a minimum below which 
income-tax would not be levied. The actual amount should be based on 
economical questions j theoretically it should be higher when limng is 
expensive, and lower when living is cheap. The present minimum appears 
to be reasonable. 

Q. 41. — Income-tax must necessarily be based on honesty, but only by 
stern application of the Act will the greater growth of correct accounting 
bo enforced. The new centralized system must therefore have a good effect, 
but returns will show. 

Q. 42. — -We fear it would be imxjossible here with such varied customs, 
many sanctioned by long use, and others by caste or i-eligion, to introduce 
the French or a similar system. 

Q. 43. — ^We are opxjosed to this. 
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Q. 44. — ^As income-tax free^ securities are usually^ issued under duress, 
we do not consider that this question needs very close consideration. Any attempt 
to collect taxes hy means of stamps on bearer securities would reduce the 
popularity of such securities, and, as they are issued for the benefit of 
Government rather than for the benefit of the individual, and Government 
is the taxing authority, they must form their own opinion. 

Q. 46. — ^Jf this refers to doable taxation through super-tax, we are not 
satisfied with the provisions of the law. It is a rank injustice that a company 
should have to pay 'uper-vax on its income and the individual should again 
have to pay super-tax on his i-etums from that company. This is particularly 
harsh in the case of subsidiar\ companies. If super-tax on companies is 
not to bo abolished, then the individual should be allowed to deduct from his 
sujiei-tax the amcunt of super-tax paid by the concerns from which he draws 
his income. 

Refer also to answer to Q, 37. 

If, on the other hand, the question refers to provisions for relief from 
double taxation as between India and the United Kingdom, these are fairly 
satisfactory. 

We are not satisfied with the exemption from taxation now granted to 
income derived from outside of India. 

For instance, the Indian Revenue Department are now attempt- 
ing to bring under tax the total profits of any company operating in India, 
but whose registered office is in the United Kingdom, on the grounds that 
all profits whether in the shape of commissions on the sale of goods exported 
from India, or on the purchase of goods for export to India, or alternatively 
arising from the sale by the United Kingdom offices to destinations other than 
India of goods exported from India, are liable to Indian tax as profits arising 
or accruing in India. 

We consider it entirely wrong and inequitable that Government should 
tax in the case of firms resident without British India, who purchase through 
a branch or agency, the whole of the profit arising from the sale of such 
purchases in foreign markets. 

As an extreme instance of the lengths to which the Revenue Department 
are prepared to go, we may say there is known to us a case where an assess- 
ment has been made on an agency commission earned by a Sondon Houseon 
Fire Insurance on rice expoi-ted from India stored in Europe. 

The principle the Chamber protests against is the use being made of 
section 42 (1) of the Indian Income-tax Act to tax profits as deemed to 
accrue or arise in British India, which in the 'ordinary accepted and legally 
defined meaning of the words do not accrue or arise in India. 

Q. 47. — ^We are satisfied with the present system except that we hold 
that provisions should he made for the allowance of previous year’s losses in 
assessments up to a limit of, say, three years. 

Q. 48. — ^All the quotations are applicable in many cases, but it is con- 
ceivable that they do not always apply and individual cases should be 
judged on their merits. Excise on certain articles vis a vis with customs’ 
duties may he justifiable in certain cases, but in no cose where such an excise 
will curb the expansion of a young and growing industry. In India few 
would fall outside the latter class, so generally speaking excise duties are not 
favoured. 

0. 50. — To our mind it is a question of results justifying the means. 
Undoubtedly, the principle is admissible, but the difficulties of application 
are in the great majority of cases insurmountable. 

Q. 51. — The answer is in the affirmative. 

Q. 52. — ^The answer is in the affirmative. 

Q. 53. — The rate of tax at present imposed does not appear to inflict any 
great hardship on large bodies of individuals. 

Q. 54. — ^We see no reason why the manufacture of salt in the counti'y 
should not be encouraged, but where this is done by fixing excise slightly 
lower than duty, it should be considei-ed a measure to encourage production, 
in order that it may reach the stage of efficient competition with imports, 
and should he looked upon as a temporary rather than a permanent measure. 

YI— 26 
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Q. 55. — ^As this appears to involve a measure of Government trading we 
cannot agree. 

0. 59. — Government trading of anj' description is to be deprecated. 

0. 61. — ^We consider that sufficient evidence has been adduced to show 
that total prohibition is impracticable, and any attempt to prohibit one class 
of stimulant drives the people to another and very often more dc.structive 
class of stimulant. 

Q, 63 . — Xn our view, revenue taxes with an ulterior purpose very often 
defeat their own purpose. 

Q. 77. — ^It would appear that the authority collecting the revenue should 
pay for the preventive service. 

Q. 78.-rAn all round tariff of small dimensions appeals to us, with 
increased rates for particular articles, but we consider it is short-sighted to 
tax machinery and goods required for the development of the industries of 
the province, particularly railway material and plant, and plant for industrial 
purposes. These should be admitted free. 

Q 83 . — As a general principle, wo favour ad valorem on cost. In many 
cases, at present, the method is ad ralorcm on market value, which we con- 
sider places more responsibility on the appraiser than is desirable and is 
decidedly more irksome in arriving at value on which to a-ssess. 

Specific duties are possible and perhaps advisable on articles which do 
Plot vary very greatly in quality or composition, and there is no reason why 
ispecifie duties should not be imposed in particular cases. Specific duties 
where feasible have the merit of not increasing the burden when costs rise. 

Q. 84. — As long as the tariff values are arranged in consultation with 
trading communities, it will work satisfactorily. 

87. — If any of the articles named were suitable for taxation in this 
country, as far as we can see co.st of collection would bo out of all proportion 
to yield. 

i^s. 88 and 89. — Strong arguments can bo advanced on both sides of the 
question, but on the whole wo think that resort to law should not bo cla.ssed 
as a luxury hut as a necessity, and cost to the litigant should not exceed 
the cost to the countryv 

y. 105. — Any increase in taxation ns applied to minerals or the posses- 
sion ot mines can only result in the narrowing of what is exploitable, and 
considering that in order to arrive at the e.xploitation stage much risk and 
expenditure is undertaken by people who embark upon pro.spocting mining, 
the duties at present in operation arc heai’y. 

Q. 108. — Terminal taxes and octroi are amongst those which are 
considered most objectionahlo. 

Q. 109. — T\'^e agree with the criticism and believe that it would apply 
to terminal tax or octroi in description. 

Q. 137. — If succession duty can bo enforced with full justice to all com- 
munities, it might he considered an alternative form of taxation, 'but the 
difficulties are apparently enormous, and we should reqiiiro to he satisfied 
that the difficulties could be successfully overcome. 

Q. 152. — Import taxes have the advantage in that thev are imposed 
upon the consumer who presumably can regulate his use of the\nrticIos taxed. 
Export taxes must fall upon the producer who has already been assessed to 
tax--on land or income, as the case may bo, and thus bv reason of being a 
producer, is mulcted in a greater measure of taxation than his non-producing 
neighbours. Export taxes are, therefore, taxes on productivity, which in 
our opinion is unsound. 

_Q. 153. Taking rice in Burma and jute in Bengal as an example, we 
consider that duties levied on export of this nature, if inevitable, should be 
credited to the province which produces them. 

• n Qs. 164 and 165.— Monopolies of any description are not in the intore.st8 
ot the general public. ^ 



203 


Messrs. Kiichardson cind Micliie gave oral evidence as follows ! — 

The President. Q. You have been kind enough to send us answers to 
~ oui questionnaire on behalf of the Chamber of Commerce, and we thank you 
for it. 

A. — ^Thank you, Sir. 

Dr. Syder. Q. — 1 do not quite understand your answer to Q. 5. 

A.— If it is contemplated to have a census in a few places in India where 
production is concentrated, it is all right, but there is a large amount of 
production in various small places.^ ‘ It is largely a question of opinion, and 
in our view the trouble and cost involved will not be in proportion to the 
results obtained. 

. Q* ^ commercial people, you would like to have, say, proper statistics 
of jute, wheat and other jiroduei-s. ■ 

A. — Such statistics would undoubtedly be useful, but the question of cost 
^ is our chief consideration. Commercial people have their own special ways 
of obtaining the statistics. 

Q. — ^^liat are those special waj-s? 

A. — ^For example, we deduce from the export and import figures. 

Q. — ^Are your statistics better than the statistics given by the Govern- 
ment? 

A. — ^I would say that they are certainly better for onr own purposes. 

Q. — Could you tell us if the Government crop forecasts are of much value 
to you? 

A. — Oh yes, they are useful sometimes, and we do make use of them, 
except when there is a l)ad failure as there was in the last year. 

3Ir. Michie. A. — The jute forecast has always been vei'y far out, as 
I understand from my remembrance of Calcutta. But with regard to rice 
in Burma, it has been wonderfully good and we do place a good deal of reliance 
on it. 

.Q. — Does it show any tendency to err in one direction? 

Mr. Bichardson. A. — Latterly we were under the impression that it 
tended on one direction only, tliat is, an underestimate. 

Q. — ^Do you know that one Chamber of Commerce always added 25 per 
cent to the estimate of Government? 

A. — ^Last year it was so, and this would have been justified in rice. 

Dr. Dyder. Q. — ^I now come to Q. 13. I will split your answer into two 
parts, because it is a- very contentious matter. The first is, is it moral for 
Government to undertake any commercial activity? Leaving aside the ques- 
tion of morality. Government does undertake certain services; on these 
would you like Government to obtain a bare return or a commercial return 
or a monopoly profit? 

A. — ^We thoroughly disbelieve in Government trading. 

Q. — ^WTiy is it that you think any kind of trading by Government is 
immoral? 

— ^Tho word “immoral” is more used as a figure of speech. We dis- 
believe in it for this reason, because it is absolutely impossible to get the 
same conditions in Government service as you get in commercial service. 

Q. — Take the case of the Post Office. Have you got competing firms? 
If 3 ’ou look at the Post Office, do you think there could be competition? 

A. — The Post Office has always been considered by Government as one of 
its own activities; but at the same time we thoroughly believe, if you put 
it into the hands of a commercial firm, they will do it as well, if not, better, 

Q. — ^Do you think there will be better methods of transmitting letters? 
That is one objection which I am" aware of, and another objection to Govern- 
ment trading is that there is no initiative and little progress. But what 
progress would j'ou commercial peojrle make in this respect? 

A. — Commercial people could stimulate initiative. 
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i)r. Pamnjpye. Q. — Is it not possible that in the case of the Post 
Office, the commercial people would go for the cream of the traffic and neglect 
the other parts? 

A. — Not necessarily, if you give a monopoly. There are many commercial 
undertakings which do take up non-paying lines as well as paying ones, e.g., 
in tramways. 

Q. — ^Is it not a fact that they are always unwilling to take up non-paying 
lines ? 

A. — Not always. They do consider it as part of their undertaking. 

Q. — ^Take the case of tramway lines. There are certain lines that would 
pay, and other lines that would not pay.- If they were conducted by a public 
body, the question whether a particular branch was paying oY non-pajdng 
would not be of verj’^ great imxjortance, but in the case of commercial people, 
if the line is going to he non-paying affecting their dividends, they will 
certainly be unwilling to take it up. 

A. — I think it is only a question of degree. Where a scheme is absolutely 
imeconomical, and there are no prospects of improvement, they will certainlj' 
not take it up at all. I think this principle applies equallj’^ to Government 
or any other service. The Government bring in the question of public service 
which the commercial people cannot deal with. 

The President. Q. — With regard to water-rates, don’t you think that it 
is a question of public service P An important question, with which we are 
concerned, is what return th<> Government ^should take when it supplies 
water. 

A. — There again, you will have to take the surrounding circumstances 
into consideration, whether s'ou are going to take up a water-supply that is 
absolutely uneconomical, and where there is no 'prospect of improvement, or 
merely starting a scheme where there is a loss at the outset, and a probability 
of siibsequent improvement. 

Q. — The question is when you take land revenue on the net -return, if 
one piece of land gets water from natuie, and another piece of land gets 
water from the canal built by Goveniment at great expense, are you going 
to charge the two the same? 

A. — I think land revenue will be less on the non-irrigated land. The 
total charge may be the same. After all, if you have no water on the land, 
that land will be of very little value. IVlieu the land is brought under 
irrigation, it will bring more rent. That is the criterion, I think, we should 
follow. The two pieces of land will be equally valuable after irrigation, 
I think. 

Q. — Your reply io Q. 16. II you liave irrigation, it would give a man 
a considerable increase in his annual income and also largely increase the 
capital value of his property on account of the water. Should not the State 
take a share of both? 

A. — It does so in the form of land revenue. 

Q. — ^It has been suggested that you should take part of the increase in 
capital value in the shape of a terminable annuity. 

A. — ^It seems too dangerous to caiTy this principle*^ too far. 

Dr. Paranjpye. Q. — In reply to Q. 24, you saj' that a tax on railway 
tickets would undoubtedlj^ be an unjust tax, inasmuch as many people use 
the railways who are compelled to do so and to carry it to its logical con- 
clusion, competing interests siich as omnibuses, hack carts, ticca ghanues 
and rickshaws should be similarly taxed, which is impossible. I want to ask 
3 'ou if jmu would app.rovo of a tax on the h’gher class of i-ailwaj- tickets. 

A. — ^As railwaj'S have already fixed the price of tickets as high as they 
can economically do, I do not see how you can put a further tax on to it. 
You alreads' have a differentiation between the three classes of fares. 

Q. — ^I am not talking from the point of view of payment for the railway 
service, hut of deliberately putting on a tax. 

A. — ^I thililv a tax would be most unjust for the simple reason that one 
has to use a railway for one’s business and it is bringing in revenue to 
Government in so manj’^ other ways. 
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Q-“Tlie necessity for which I'ailways provide is transportation, but 
not comfortable trensj)ortatioii. 

A. ^But you pay for comfortable transportation at a higher rate. 

.Dr. Syder. Q.-i^Would you please give us the names of any countries 
in which iioll-taxes are imposed ',,aparl. from Burma)? 

A. — am afraid I have not come prepared with a list. 

Q — Poll-taxes are genorall 3 ' imposed in countries in which the popula- 
tion is fairly homogeneous and there are no differences of wealth. For 
instance, in the African Colonies poll-taxes are levied, and one reason for 
the existence of these taxes in the African Colonies is that it is difficult to 
raise revenue in any other way, and there is no difference of rich and poor. 

A. — Generally speaking, the question is one of expediency. 

Q- — I>o you think that conditions in Burma are in any way similar to 
the conditions obtaining in Africa? Don’t you think there are differences? 

A. — I am afraid that I have so little knowledge of Africa that it would 
not be fair to give an answer to this question. 

' Q. — ^But you sny that a poll-tax as a primarj^ tax to be equitable would 

have to be very small and therefore hardly worth collecting? 

A. — All my answers naturally apply to Burma. 

Q. — ^Are there any differences in Burma between the rich and the poor? 

A. — ^Undoubtedly. 

Q. — Do you approve of the thatJiameda tax? 

A. — I would hardly approve of it to the fullest extent, but it seems to 
me to be a suitable form of tax. 

Q. — ^^Vould you say the sjime of the capitation tax? 

A. — ^The capitation tax is not quite so sympathetic as the thatliameda 
to my mind, because there are not the same facilities for graduating it. 

Q. — ^Wliat is your view of the Sea Passengers’ tax? 

A. — I think it is extremely ill-advised and decidedly wx’ong. 

Q. — ^Who will be injured by the imposition of this tax on sea passengers? 

A. — The emplojmr of labour will pay a good part of it. 

Q. — ^What does the employer of labour employ labour for? 

A. — To produce something, i.e., to dexmlop the resources of Burma. 

Q. — So that there is a chance of the development of Burma being 
hindered by this tax? 

A. — think it is bound to have its effect on the development of Burma. 

Mr. Michie. A. — Just now particularly, it will probably have a con- 
siderable effect, because there is so much labour needed in Burnxa at present. 
Railways are going to be developed and labour is wanted in many fresh 
directions. It is our belief that any obstacle put in the way of labour 
coming into the country easily will have a bad effect. 

Q. — ^Did your representatives in the Council consistentlj' and uniformly 
oppose this tax? 

A.— Yes. 

The President. Q. — 'We haxm been told that the Sea Passengers’ tax 
is only a method of collecting the capitation tax and Tvill disappear if the 
capitation tax disappears. 

A. — ^It maj^ go with the capitation tax; but seeing that the Act takes 
Rs. 5 from every passenger who comes into the countp’ (whereas all those 
who live in towns like Mandalay, Rangoon and Moulmein do not pay capita- 
tion tax) and seeing that the caixitation tax is not levied from the youngest 
and the very oldest, it is a little bit difficult to reconcile the facts with the 
statement that it is merely a method of collecting the capitation tax. It 
amounts to penalizing everybody for the fault of a few. ■ - 

Q. — You are only going to penalize a few in order to secure the majority? 

A. — In order to get at the few who do not, but ought to, pay the capita- 
tion tax, 3 'ou iienalize all the remainder, 

Q. — Aren’t people expected to pay capitation tax? 
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■A- — Not ill the places where a large proportion of the labour force i>! 
employed. 

Q- — thouglit that the levy of caiiitation tax in toiras was very 
difficult and it was intended to extend the exomiition from the capitation 
tax to certain towns and to substitute a land rate for it in such towns. But 
that has never been carried out, because it was found that there was not the 
difficulty that was expected in levying the capitation tax, and the tendency 
now is to remove tlie exemption in tlio case of those towns. 

A. — That is one view of it. 

Q. — ^WJiat other tax does the coolie pa 5 '? 

A.— Ho pays no direct tax in towns. His employers, however, pay 
exceedingly lieavy taxes for him. 

Q. — Do they take that out in his wages? 

A. — It is, iiractically speaking, a jiart of his wages, 

Q. — ^^Vould the wages bo higher otherwise? 

A. — ^That is difficult to say at the moment. 

Q. — You say that you consider that the taxes named in Q. 31 are more 
objectionahle than those named in Q. 32 (excepting octroi)? 

A. — The statement was rather unfortunately worded. 

Q. — There are consumption taxes; would you say that they are “far 
more dependent on individual ability to pay and might he described as 
income-tax on those who do not come within the Income-tax Act”? 

A. — 1 think so, because people pay a tax on salt, customs, etc., according 
to the amount of stuff they use and this amount is governed by the income 
they earn. 

Q. — Wo have been told that one of the gaps to he filled in the taxation 
system is the non-agriculturist who does not come up to the income-tax 
level. That is the function which these various personal taxes seem to 
supply. 

A. — 1 know nothing about the iirofcssion tax. 

Q. — There are two forms : The simplest form classifies professions aud 
makes each member of a particular profession pay a lump sum, whatever 
his income. The other form is to add a further graduation according to tho 
income, like a license tax in some cases. 

A. — As an ordinarj’ measure, I do not see that we could i^ossibly agree 
to that; it might bo considered in a time of emergency. 

Q. — It is now almost univoreal in India, and ydnr Local Self-Govern- 
ment Act provides for it under tlic name of ‘tho circumstances and iiroperty 
cax.’ 

Mr. Michie. A. — Tho trouble is to find out what a money-lender makes. 

il/r. liicharihon. A. — That does not strike me to be a good principle. 

Q. — ^^Vithout It the village money-lender and the shopkeeper escape 
direct taxation altogoLhor. If you j)ay income-tax, you pay according to the 
schedule; if you do not pay income-tax, you pay an all-round tax, i.e., a 
profession tax or p. .tax on circumstances and property. , 

A. — I find it extremely difficult to agree with that, because it is bound to 
he very hard on some people and very easy on others. 

Q. — ^The i)oint is this : The agriculturist, however small, whether he is 
working or not, has to pay land rovonue. The point has been itressed that 
either he should bo exempted or that the small trader should pay. 

A. — I find it extremely difficult to sec the justice of an arbitrary tax 
on anybody, whether a lawyer, money-lender, parson or Government 
servant. 

Sir Percy Thompson. Q. — ^Isn’t the profession tax practically a general 
tax? 

A. — ^That is to say, clerks and employees who have no trade will have 
to come into it. 

Q . — 1 should have thought so. 
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appioximates to a rough income-tax in addition to the income- 
tax, ivlncli means double taxation. 

- Q.— 3.0U should not ^11 that double taxation; because income-tax is 

charged by the Central Government, that is no reason why the Local 
Government also sliould not lei’y part of its revenue by means of income-tax 
If yon have got a source of income in Australia and if you are taxed in 
Australia on that income as well as in India, that is double taxation In 
Germany before the War there was always the Imperial income-tax and State 
income-tax. It is precisely the same tiling in America to-day. 

A. — ^It is for different services. 


.• Q.— The local authority has got to raise its funds and I do not see why if 

it is convenient in other ways, it should be barred from income-tax, merely 
because the central authority also raises a part of its funds by that means? 

A. — The profession tax, as I undoi-stood it, is a tax at a flat rate imposed 
upon everybody. 

Q . — 1 think there are various kinds of profession tax all over India; it 
is levied on lawyers, doctors, etc. It is a very rough income-tax. ’ 

A. — Because of its roughness it is objectionable. It would fall hardly 
on a number of people. 


Q. — ^IVould you prefer it to bo levied in the ordinary way by the ordinary 
rules of the Indian income-tax, but the proceeds to be handed over to the 
local authority? 

A. — ^Then, of course, the small people would come below the exemption 
limit. 

Q. — For local purposes you would have to make the limit of exemption 
very much smaller than for imperial purposes. 

A. — There is undoubtedly a good deal of room for argument on this 
point. But income-tax is not nearly so objectionable a tax as a tax which 
IS practically a supei’or poll-ta.v 

Q. — ^Your objection to a tax on circumstances and property is that it is 
too much guess work? 

A. — Not so much that it is guess work ns that it falls hardly on a 
particular class of people. 

Q. — IrlHiich particular class? 

A.— ^The lower ranks of the profe.ssion. i.e., those who earn small incomes. 

Q. — Surely that can easily bo altered. You can make your ranges more 
accui'ate. 

A. — ^You can make your ranges anj-thing you like, but there would then 
be an increase in the cost of collection. 

Q. — ^If you charge higher rates in the case of large incomes, the result 
would bo that you get more revenue and your cost of collection would be 
no greater. 

A. — In fact, the I'oason wh^ the exemption limit was raised to Bs. 2,000 
was because the cost of collection was heavy. 

Q. — ^But I think you will find that the cost of collection of local taxes is 
gonerallj’ much higher than the cost of collection of imperial taxes. In the 
case of income-tax in England, the cost of collection is 8 per cent. I do not 
think there is any local tax whoso cost of collection is anything like as low 
as 8 iier cent. 

A. — ^That is probably so. 

Q. — Suppose you lower the exemption limit to Rs. 1,000, you will doi^le 
your number of assessees, and you might double the cost of collection. That 
would only bring it up to 1.6 per cent, which would be far less than the cost 
of collection of any local tax. 

A. — It amounts to this : if any tax on a reasonable scale could be levied 
on people who do not now come within the level of income-tax, that should 
be done. 

Q, — ^Wh.at are your views on this suggestion? 

A. Our views are that at the lower subsistence level there should be no 

direct taxation of that kind. 
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Q. — ■'Wliat would be your subsistence level? 

A— That, of course, varies very largely with the area. In Burma, taldua 
the country as a whole, the existing level of Bs. 2,000 might bo reduced a 
little. ^ ‘ 

Q.— Rs. 2,000 is approximately the same as in England. Surely the 
subsistence level here would be merely a. fraction of that. ’ 

A. — It is not a mere fraction. In a place lilce Rangoon, the subsistence 
level should bo very near the English figure. 

The PrcsUlcni Q. — Surely the coolie can live on Rs. 20 a month. 

A.— -They come on a different level. I am referring to the superior clerks 
and assistants. They pay a house rent of Rs. 40 a bionth. 

Sir Percy Thompson. Q. — If you are looking to the subsistence level, you 
should not take a particular class. You .should see what it is po'ssible to 
live on. 

A. — In the case of the coolie, he is usually housed by the employer, but the 
small professional man, like the clerk, has to pay rent for his house. 

Q. — I agree that you must consider the cost of housing. 

A. — So far as the upcountry towns are concerned, Rs. 2,000 is on the 
high side. 

Q. — The man who has an income of anything from Rs. 800 to Rs. 1,000 
pays extraordinarily little, whereas the agriculturist who has much less 
income pays at any rate a tax on land and land revenue. There is nothing 
corresponding paid by the non-agriculturist with a similar income. 

Mr. Michic. A. — On that lino of reasoning, I think the minimum is 
too high. 

Q. — Then the only point is how you could got at them by tho income-tax. 
You cannot get at them by means of an indirect tax. 

A. — Income-tax is tho easiest way to get at them. 

The President. Q. — The old Income-tax Act before 1886 did impose a 
license tax and wont down to Rs. 250. About 18S6, when tho present 
Income-tax Act was passed, tho limit was p\it up to Rs. 500, but tho bottom 
scales were still levied as license taxes. At tho same time, local fund 
legislation was introduced enabling the local bodies to raise profession tax, 
so that j'ou simply passed i)art of tho old license tax into tho lower scales 
of the income-tax and part into tho local bodies tax. vSinco then, the local 
bodies extended their taxes and tho license tax and tho lower schedules of 
the income-tax have dropi^ed out. 

A. — We haven't had time to go into this. You may bring all sorts of 
arguments for the agriculturist and say that ho does not pay customs duty, 
excise, etc. But speaking broadly, we have a dislike for poll-tax of a stiperior 
form. 

Dr. Mydcr. Q. — Does your agriculturist in Burma i^ay nothing on 
import duties? 

A.— ^He does if he has made money. Ho buys a good many luxuries. 

Dr. Paranjpye. Q. — Does he not pay anything on cloth ? 

A. — He probably weaves for himself. 

Sir Percy Thompson. Q. — ^I\’^ith regard to graduation, yon say, in reply 
to Q. 34, that faults could doubtless bo found with both systems, but that 
the' present Indian scheme can be said to bo reasonably satisfactory. Tho 
criticism has been made of the Indian scheme that you have no part of your 
income free, while in England you have the margin of subsistence^ level, 
which is absolutely free of income-tax and you are only taxed on any income 
in excess of that. 

A. — Quite so. 

Q. — Have you any strong views on that? 

A. — ^No very strong views. 

Q. — ^You say tliat you would not differentiate between earned and 
unearned income, inasmuch as a very large proportion of unearned income 
is the return on savings from earned incoiue which has already paid tax. 
Isn’t that generally true of unearned income? 
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A.— Yes. 

Q. — Supposing you hare one man irlio earns a tliousaud a year wliicli 
may bo .s^ropt away at anj moment by liis health failing and 5 mu have on 
the other hand, another man who draws a thousand a year, from Consols, 
isn’t his capacity to boar a tax considerably greater than- the other man’s? 

A. — ^His capacity to bear the tax is considerably greater, but is it right 
■chat the one should pay more than the other? 

. Q.— I think all countries adopt the system of charging different rates 
with the exception of America. 

A. — I rather think that Great Britain was the first to adopt it. At any 
rate, it was found to be such an easy 'way of taxing. It was originally 
designed to tax those people who inherited money rather than those who 
earned it. 

Q. — I think there is almost a better argument for not differentiating in 
India. It is that there is very little unearned income compared with 
England. _ The other argument is that the greatest source of unearned income 
in India is not taxed at all, viz., rents on land. It Is not taxed to income- 
tax. 

A.— Yes_. 

Dr. Hyclcr. Q. — ^If you charged income-tax on agricultural income, would 
it not be taxing the same income twice over — by the land revenue and 
income-tax? 

A. — ^But is' there any question of taxing it twice over ? The land is more 
or less a necessary material for manufacture — a manufacturing process carried 
out by nature and with the aid of man. 

Q. — ^We are concerned with the income, and I was going to_ ask you 
whether, if the Government takes land revenue on the income derived from 
land and then subjects the same income to an additional impost hy way of 
income-tax, it would not be subjecting it to tax twice over. 

Sh' Percy Thompson. Q. — ^I think your point is that when you make 
pa 5 ’'ment in respect of the land — the land revenue — ^you make payment for 
the use of a valuable asset just in the same way as you pay rent in the case 
of a mill, 

A. — ^Yes. 

Dr. Dydcr. Q. — You are giving expi-ession of the opinion of the Chamber 
of Commerce? 

A. — ^Yes; -we are trying to give their opinion. 

(Sir Percy Thompson. Q.— With regard, to Q. 36, it is an extremely 
difficult question. Would it be possible — if you cannot make allowance for all 
children, because of the difficulty of ascertaining the number of children — 
would it be possible to allo'w for the children that are being educated? 

A. — Cut away from the joint family and all that appertains to the joint 
family, and the difficulty disappears. 

Q. — In England if a man says he has got ten children, you can go to the 
birth registering office and find out if it is true. But in India it is not so. 

A. — Yes. 

■ Q.-^So the alternative suggestion is, if you cannot^ do that, would it_ be 
possible and practicable to make an allowance for children who are being 
educated ? 

A. — ^There seems to he something in that, but how far that would work, 
we cannot say off-hand. 

Q. — In reply to Q. 37 you say “The English Government has been 
sufficiently convinced of the injustice of the handicap on industry, etc., to 
i-epeal the corporation pronts tax or any form of super-tax on companies.” 
But is- it not a fact that limited companies in India have two privileges as 
against a private individual or a firm? First of all, they are not subject to 
super-tax on the re-serve. and secondly they have certain advantages in the 
matter of coiTiorate finance as against private individuals. In England that 
was the justification for the t<ax. It was abolished when provision was made 
that the tax could be levied on the reserve when a sufficient pronnrtion of 
the profits were not distributed. But in' India it is not so. 

YI— 27 

4* 
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A. — ^In India wo think that the- incidence is inequitable. 

■ Q. — ^In -svhat way? 

A. — Take two companies that make the same percentage of return on 
their capital. Suppose there is a small company with 5 lakhs of capital, 
and at the rate of 10 per cent it makes a profit of Es. 60,000. It pays 
income-tax at Ec. 0-1-6 and ])ays no supoi-tax. Suppose there is another 
company with 50 lakhs caiuL-il and it makes 5 lakhs profit. It pays super- 
tax on Es. ‘1,50,00-'!) and its tax is Eo. 0-1-6 income-tax 2ihi3 10 pies super- 
tax,' that is, Ee. 0-2-4. 

Q. — I was just going to suggest making the Indian super-tax universal 
on companies, iiTospectivo of the amount of profit and making it dependent, 
if you like, upon the profits coming up to a certain percentage on the 
capital. 

A. — That, in any case, cannot cure the present inequity. Then there is 
also the question of double or treble ineidoncd of super-tax. Wc know of a. 
companj' which pays the tax three times. It is practically imiiossiblo to got 
away from this where there are subsidiarj’ companies. 

Q. — Can you suggest any romedj'p 

A. — ^This Chamber has alreadj' put up a proposal sometime last year. 

Q. — That is, to increase the rate of income-tax — a flat rate of tax on all 
companies? 

A.--Yes. 

Q. — That will not remedy tlic difliculty of double incidence. 

A. — So far as the double tax is concerned, we agree that there should 
be at least some means for obtaining a refund whore tlio charge is made twice 
or three times. 

Q. — ^But that point is not covered by the suggestion you make, viz., 
charging additional income-tax. 

A. — 1 do not see why that also should not bo done. 

The President. Q. — ^IVould it be very difficult in the case of subsidiary 
companies to exempt that jiortion of the income of the parent company whiclv 
is derived from the subsidiary company? 

A. — The Government of India refuse to listen to that. 

Q. — Have you put forward that proposition? 

A. — Wo put un,a case against sujici-tax on companies and have asked 
them to take legislation for remedying this inequity several times over 
during the past seven years, without any effoct. 

Q. — Did you put that in the concrete fonn, that Government should - 
exempt such portion of the parent company’s income as is derived from the 
subsidiary company? 

A. — The whole thing was put up, and we were told that they could do 
nothing in the matter. They also gave us to understand that there was 
not the slightest hope of its being altered; and wo nope that this Committee 
will appreciate our point on the question. 

Sir Percy Thompson. Q. — ^Will you put up a concrete proposition on the 
point, and the possible remedy and send it to us? 

A. — ^Yes; we will put it up on the same lines as wc have already put it 
to the Eevenue Board. 

Q. — ^l^’■ith regard to Q. 46 (last paragraph of the answer), may I under- 
stand this to be your point — ^that the Indian Government seek to charge 
income-tax on the profits of bujdng agents? 

A. — They go further than that. They want to charge income-t.ax on 
the bujnng agency here and on the soiling agency on the other side. Under 
Section 42 (1) of the Act all sorts of things are taxable here which are not 
taxable at Home. How the section works out in practice is this. Say the 
company is registered at Home. It buys rice here and ships it Home. Take 
the case of a. resident company here. It sells its i-ice in the local market. 
YHiatever profit it may make is perfectly simply arrived at: it is slio-wn in 
the balance sheet as profit accruing from or arising out of the company’s 
business in India. The other company registered at Home have to ship part 



2ii 


of tlieir products Home and sell part here, and so the local value can be 
easily arriVed at. On the Home shipment, they make loss or profit — 
say, more often profit. The Indian authorities claim not merely tax on 
the f.o.b. price of the articles sent to the other counti'y, but they claim 
tax on the profits made through sale in countries outside India. 

Q. — ^Would si-ou take exception to charging on the profits, that is, the 
difference between the cost of manufacture and the invoice price to the 
' company at Home P 

^ A, — ^That is what we want to get at. We want to arrive at a fair 

export price and income-tax may be charged on chat export price; but India 
should not claim Indian income-tax and supei-tax on the profits made 
through the efforts of people who do not reside in India at all. 

Q. — ^Are you quite sure that is done? 

A. — ^Yes ; there is no question about it. In our answer we have stated 
“As an extreme instance of the length to which the revenue department are 
prepared to go, Ave may say there is known to us a case where an assessment 
has been made on an agency commission earned by a London house on fire 
insurance on rice exported from India stored in Europe”. They receive a 
commission for insuring the stuff that has left India two months before 
and has been stored _ at Home and the Indian income-tax authorities are 
claiming a tax on the commission on the premium under Section 42(1). 

The President. Q. — The position is that if you sell goods to your Home 
branch and they resell to a third party, they want to assess your profits just 
as if jmu had sold to the third pai'ts'. 

A. — Exactly. On broad lines, they want to charge income-tax on all 
profits Avhether made through selling at Home or selling here. There have 
been two contrary decisions on the point, one in Madras and the other in 
Calcutta. There is another case also shoi’tly coming up here. 

Dr. Paranjpye. Q. — That part of the tax Avhich you pay here would bo 
deducted from the amount you pay at Home. Therefore, you can have no 
real ground for complaint. 

A. — ^We do not want to pay an inequitable tax just because Government 
says “you can get a refund either here or there”. 

Q. — But the total amount is the same. 

A. — ^Yes. 

Q. — ^The Indian Government is robbing the British Government? 

A. — ^Yes. There is also the difficulty that one income-tax is based on 
the three years’ average and the other is based on the previous year’s 
income. 

Sir Percy Thompson. Q. — The provisions regarding double taxation are 
woi'king smoothly? 

• A. — ^In our- dealings Avith the income-tax department at Home, as far 
as I can make out, they always take a very reasonable view. _ That is 
because of the sympathetic consideration that the Inspectors give. Wo 
generally manage our English income-tax without much difficulty. But they 
cannot know the effective rate until everything is settled up here. 

Q. — ^As far as England is concerned, you have no difficulty in getting 
a refund. 

A. — ^W’’e agree. We have no grudge at all against the Home administra- 
tion. It may be that here they are not familiar enough with the Indian Act 
or with methods followed at Home, 
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Written memorandum of Mr. Gavin Scott, C.T.E., I.C.S., Municipal 

Commissioner, Rangoon. 

Q. 106. — The classifications stated in this question appear to me, perhaps 
OAving to the limited extent of my reading in recent political and economic 
speculation, absolutely meaningless. On a review of the functions performed 
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by the Municipal Corporation of the City of Rangoon, I ■ cannot think 
of one which can be classified as national. All of them without exception 
can be classified as onerous, inasmuch as they have to be paid for, and all 
are of benefit to the locality and therefore are local and beneficial. TJie 
classification which corresponds to the facts of the case, is (1) general 
services and (2) particular services. The general services consist in (a) 
direction and management including offices and secretariat; (b) constrncrion 
and maintenance of roads ; and (c) all the activities of the .Health Depart- 
ment. The particular services arc (1) street lighting, (2) conservancy and 
(3) water supply. uPr the particular services only those residents who 
benefit by such services should be made to pay. Thus, for instance, a 
lighting tax should only bo levied from buildings on streets which are lit 
at municipal expense. Water tax should only be collected from ijersons wbo 
are supplied with water from municipal sources. Conservancy, tax should 
be paid only by iiorsous whoso promises are conserved by municipal agency. 
The amount of those taxes should bo so proportioned that the income shotiJcl 
as nearly as possible equal the expenditure on the services. For all other 
services outside the particular services above enumerated, a general tax 
should be levied, which should bo sufficient to cover the annual cxx^enditnro 
for each year. 

There seems to me to bo no real distinction between (a) ability to 
pay, .and (b) measure of benefits received. Throughout Great Britain, tlie 
principal source of municipal revenue is a property tax calculated at 
so much per cent of the annual or rental value of land and buildings 
situated within the area over which the local authority exercises iurisdiotion. 
Tnis princixjlo has been adopted in Rangoon with the variation noted above 
that four taxes are levied — (a) general t.ax, (b) lighting tax, (c) water tax and 
(d) conservancy tax. Jn arcus in which lighting, water and conservancy 
services are not in-ovided, the corresponding taxes are not levied. This 
method does result in certain anomalies, but a long course of experience seems 
to have failed to discover any other practicable method of equalizing the 
burden of municipal taxation in accordance with the ability to pay. 

Q. 107. — The Scheduled Taxes Rules roferrccT to in this question are 
not available for reference. Under the Citj- of Rangoon Municipal Act, the 
Corporation is entitled to levy ijroperty taxes and a tax on vehicles. 
A second sub-section gives the Corporation power, with the previous sanebien 
of the Governor-General •hi-Council, to levy any other tax. At the iirosent 
time, onlj' the property tax referi’cd to in my answer to question 106 anc 
the tax on vehicles are being- levied. The question of levying a' terminal tax 
is under discussion, but no decision has yet been reached. There is a genorai 
feeling that the present basis of taxation is too narrow. The only proposal 
made for its extension has been the imposition of a terminal tax. Dnder 
the -City of Rangoon Municipal Act, the levy of the general taXj the 
lighting tax' the conservancy tax and the water tax is made imperative. 

Q. 108. — All taxes are unsatisfactory from an economic point of view, 
inasmuch as they diminish the income of the community from which they 
are levied. I cannot however think of any better system than that at 
present in use in Rangoon. 

Q. 109. — No octroi is levied anywhere in Burma and I have therefore no 
experience of its working. I consider that a terminal tax is necessary in 
Rangoon, but I' am unable to comment on the theoretical objections to it, 
and it will require some years of experience before the extent of the 
particular difficulties in collection and evasion can be duly estimated. 

0,. 110. — Octroi does not exist in Burma. 

Q. 111. — No tolls are levied in Rangoon, nor have I any experience of 
their levy in any part of Burma. 

Q. 112. — ^The City of Rangoon IMunicipal Act provides that, in Ihe 
absence of any agreement to the contrary between an owner or occupier of 
any building or land, any general tax paid by the occupier shall be 
recoverable by him from the owner; and any lighting, conservancy, _ or 
water tax imid by the owner shall be recoverable by him from the_ occupier. 
In practice, in Rangoon the whole of the in'operty taxes are paid by the 
owner. The only exceptions to this rule are a small number of large 
buildings which are left for a term of years on lease, and in respect of 
which the tenant covenants in the lease to pay all municipal taxes. In 
practice likewise, the owner rbgards the payment of municipal taxes as 



212 


one of the burdens on the property in the same way as he regards payments 
foi" maintenance and repairs as a burden on the property, and calculates 
his rents, so that he may be recouped for both equallj% In reality, the 
whole of the tax is paid by the occupier or tenant. 

Q. 113. — ^Under the City of Bangoon Municipal Act the Corporation is 
not allowed to .levy a general tax in excess of 12 per cent of the annual 
vahie of lands tmd buildings in the citj'. No such limitation is imposed on 
the amount which may be collected as lighting, water or conservancj' tax. 
The criterion there is that no more shall be collected than is required for 
the necessary expenditure on the services in que.stion. In practice, it has 
been found over a long series of years that the amount levied as water and 
conservancy taxes is insufficient for the maintenance of those services, 
and contributions have been required from the amount yielded by l.he 
general tax in order that the services might be maintained. Im the state 
of public opinion at the present time in all municipalities with which I am 
acquainted, the_ limitation is meaningless. The difficulty is to get municipal 
authorities to impose any taxation which they can by any means avoid. 
There ^ is at present no risk of excessive taxation being resorted to by 
Municipal Committees at the present time. The reason for the limitation 
being imposed was to allay the fears of people who thought that they were 
in danger of unlimited municipal taxation. Such fears are, in my opinion, 
groundless. 

Q. 114. — There is in Rangoon no exemiition from payment of property 
tax under the terms of the City of Rangoon Municipal Act. In practice, 
tlie Corporation has agreed to exempt from property taxes all lands and 
. houses, the montJily value of which does not exceed Rs. 5. The value of 
houses and lands in Rangoon is perhaps higher than anywhere else in India 
outside the cities of Calcutta and Bombay. The number of properties 
exempted under this resolution is very small, and the exemption is based 
on the fact that such taxes are not worth the trouble of collection. 


Q. 115. — I am not sure' that I understand this question. The greater 
part of the site of Rangoon was 50 yeais ago uninhabitable swamp. It has 
been rendered fit for house sites by being raised with earth brought from 
a distance — a process locally known as reclamation. The undeveloped value 
of the land was nil. The whole value is due to the improvements which have 
been effected on it. If improvements were exempted from municipal 
taxation, the Corporation would be left without any revenue from this 
source whatever. If however the question refers to unearned increment, 
i.e., the appropzdation by the local authority of a portion of the increased 
value of land which has been brought about through no effort of the oivner, 
I would say that, theoretically, there is no possible objection to this coui'se, 
but that, in practice, any such attempt to apiiropriato for the benefit of 
the public unearned increment has_ resulted in failure. I can only refer 
to the Land Valuation Act of 1909 in the United Kingdom. 


Q. 116. — I have no experience of these taxes. 

Q. 117. — It is my deliberate opinion that all grants-in-aid from Local 
Governments to Municipal Authorities aro vicious in principle 'and ought to 
be restricted to the narrowest limits jiossiblo. Towns or cities with munici- 
pal organizations sliould themselves pay for such municipal luxuries as they 
consider necessary. 'I'ho giving of grnnts-in-aid by Local Governments, if 
closely analysed, simply comes to this, that the peasantry of the country 
districts aro being taxed in order to provide urban luxuries for dwellers in 
municipal towns. I should therefore vote for the complete extinction o 
the grants;in-aid system. 

This reply also covers question 118. 

Copy of letter No, 3b0l/ll-13, diile.) 

gIvin Scott, Esq,., w A., v 

Rangoon, to Tml HmulnUY, Indian Taxation Enquu.M .WAUBIm . 

In reply to your Icttoi' No. f lib'' 

was ouly received in this oflh'e on iHh Decemboi > - i 
to submit the following roport: — i n. il. 

In this report I shall confine inj-solf to *''■^,*’*'1’’’,) w 

Corporation of Rangoon and to the revenues of U' vf ' 1 
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following taWe gives in a sliort compass tho actual income of the Corporation 
of Rangoon during the financial year which ended on 31st March 1924: — 

Ordinary or Itcvenue Account. 

ns. 


Land Revenue ... ... ... ... ... 1,94,313 

Assessed Taxes ... ... ... ... ... 16,55,038 

Law and Justice ... ... ... ... ... 35,998 

Police 13,510 

Public Gardens ... ... ... ... ... 6,193 

Miscellaneous ... ... ... ... ... 15,67,406 

Pii'e Brigade ... ... ... ... ... 1,568 

Lighting-tax Fund ... ... ... ... ... 3,28,508 

Water-tdx Fund ... ... ... ... ... 14,21,498 

Conservancj'-tax Fund ... ... ... ... 16,85,219 


Total ...‘ 69,09,251 


At the pi'esent day, therefore, the main dependence of the Corporation 
of Rangoon is upon propertj’ taxes. These are paid on percentages of Ihe 
annual value of all lands and buildings inside the city boundaries. .Annual 
value is defined in Section 79 of the City of Rangoon Sfunicipal Act, 1922, 
as the gross annual rent for which buildings and lands liable to taxation 
may reasonably ho expected to lot, from year to year, and, in the case 
of houses, may ho expected to let tin furnished. 

The proi)orty taxes which are collected are the general tax at the 
rate of 7 per cent of the annual value. This appears in the above table as 
‘Assessed taxes’. The conservancy tax is levied at the rate of per cent of 
the annual value in the sewered area, and 6J per cent of the annual value 
in the unsewered area within which conservancy is carried out by municipal 
agency. The water tax is levied at the rate of 6J per cent of the annual 
value in the area within which a supply of water is available from the municipal 
waterworks. The lighting tax is levied at the rale of 1^ per cent of the 
annual value of all lands and buildings, any part of which is within 1,000 feet 
from a municipal street lamp. Of the other items of revenue, land revenue 
represents the collections from persons who obstruct the streets or encroach 
upon municipal property. Of the Rs. 15} lakhs under ^ the heading 
‘Miscellaneous’, the ])rintipal items art the revenue from markets and 
slaughter houses about Rs. 6 lakhs, pawnshop license fees about Rs. 3i lakhs, 
fees from hackney carriages and motor cars about Rs. 75,000, together ndth 
a large number of smaller items which it would take too long to detail i)i 
this letter. 

Apart from property taxes, the onl 3 ’- tax levied in Rangoon is a vehicle 
tax on all carts, carriages and motor cars kept within the citj*. Tlie 
licensing of hacknej' carriages and taxis is carried out by the Commissioner 
of Police, hut the proceeds are credited to the Corporation. 

At one time certain excise receipts in Rangoon were credited to 
municipal funds. These, however, have now been resumed by the Loc.il 
Government. I attach to this letter a cop.y of a note on this question, (vide 
Appendix) wh'ch I wrote for the information of the Corporation, and which 
gives the detailed history of a rather interesting question. 


Appendix. 

Rangoon differs from most cities in India, inasmuch as immediately 
after its capture in 1852, a proclamation was issued vesting the whole of 
the lands of Rangoon in Government. For many j’ears the policy of 
Government was to sell lands .in Rangoon, and with the proceeds to carry 
out ordinary mumciiml works, such as the construction of roads, water- 
supply and the provision of various things required to make the town 
fairly habitable. After about the j'ear 1890, the policy of outright sale 
was stopped and all lands were let on lease. The first ilunicipal Committee 
of Rangoon entered on office in 1874. For about a j’ear the proceeds of 
Bie sale and rent of lands were credited to the IVfunicipal Committee. 
Government, however, then stepped in and vindicated its claiin to these 
sources of revenue as against the Municipal Committee. They were, however. 
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credited to a special fund which was devoted to the improvement of Rangoon. 
The management of this fund was vested in a hodj’ named *th6 Rangoon 
Town Lands Advisory Committee, of which the President of the Municipal 
Committee was officially Chairman. The Rangoon Town Lands Advisory 
Committee was in some respects treated as a Sixb-Committee of the Municipal 
Committee, hut .the Municipal Committee had no control over the 
administration of the fund placed at its disposal. Finally, since 1921, the 
whole of the Government lands within the city of Rangoon have been vested 
in the Rangoon Development Trust, the creation of a special statute. The 
Rangoon Development Trust administers these revenues for the purpose 
of the construction of roads, the provision of house-sites and the general 
improvement of the amenities of Rangoon. The _ Development Trust is a 
special body completely independent of the Municipal Corporation. 

In 1917 the Local Government appointed a Committee to examine and 
report on the possibility of introducing a terminal tax on commodities 
entering Rangoon. I enclose for your information a copy of the report ot 
that Uommittee. So far as I am aware, no orders on that report have 
been issued by Government, nor has any terminal tax been imposed. 

Rangoon is one of the great immigration ports of the world. On an 
average, nearly 300,000 deck passengers land from India in Rangoon, and a 
somewhat smaller number embark at Rangoon on return to India. Proposals 
have been put forward at various times for the increase of municipal 
revenues by the levy of a capitation tax on those in-coming or out-going 
passengers. No such tax has, howevei, been levied, and this source of 
income seems to be closed by the fact that the Development Trust is allowed 
to collect Re. 1 per head on all passengers leaving Rangoon, which forms a 
good portion of the revenues at the disposal of that body. 


Written memorandum of Mr. O. M. Rees, Commissioner of 

Settlements and Ijand Records, Burma. 

Q. 96. — The mo''t ancient and the most modern theories of sociology 
make the land the property of the State. Land revenue is rent in so far as 
the land is State property. In Lower Burma the degree of proprietorship pos- 
sessed by a landholder has never been defined juridically, nor has that of the 
owner or possessor of non-State land in Upper Burma. The question is 
partly a philosophical and partly a legal one. From the third or economic 
point of view, land revenue is nowhere a rent in Burma, as it is less than 
the full economic rent. 

Q. 97. — I do not consider that the land tax has any effect whatever on 
the prosperity of the cultivator. For one thing it is passed on to the 
consumer, for another it is a very small proportion of the total outgoings. 
The cost of jiroducing a hundred rupees worth of paddy, apart from initial 
clearing and bunding the land, is about seventy rupees, where the revenue 
paid is about six rupees. 

Disease, especially malaria, education, national 'character and pressure 
of population are the principal matters affecting his prosperity. 

Q. 98. — (a) I do not th'nk that land revenue ignores the ability to pay. 

(h) Twenty years’ settlement with precautions against sudden enhance- 
ments gives greater certainty than most taxes. 

(c) There is corruption biit not extortion or tyranny. The system is 
not responsible for the corruption. The time of payment is about the same 
as that which he himself fixes for his othei pajmients ; I agree, however, that 
he would be benefited in marketing if the date for the main assessment were 
a few weeks later. 

(d) In Burma, the cost of the Land Records staff, which assesses land 
revenue and also supplies information as to crops, maintains maps and re- 
coi'ds of occupation, and performs other duties, is given in Statement II of 
the Land Records Administration Report. It is between five and six per cent 
of the revenue collected. In addition a commission, usually of ten per cent, 
is given to headmen on collection, and remunerates them for collecting 
revenue and performing numerous other duties. In many districts, however, 
the cost is far higher than is desirable, 



216 


Q. 99. — ^Tlie inequality is only avoidable if fixed rates for the period of 
settlement are sacrificed. I do not consider the inequality due to this cause 

at all serious. , , i m, ij.- i 

Q, 100. — ^Rs. 2,000 is above the subsistence level. The cultivator, even 

the agricultural labourer, is better off in Burma than the artisan, such as salt- 
boiler, sam2M7i-imlhh, blacksmith, sawyer. » 

It is not practicable for a taxing officer to ascertain and deal with the 
incomes of individual cultivators. 

Exemptions of men with low incomes^ would have little effect on frag- 
mentation of holdings, except fictitious gifts to members of the family for 
purposes of evasion. 

Q. 101.— (a) No. 

(b) A machinery for either voluntary or compulsory exchange could be 
created on the Japanese model. 

Q. 102.— Yes. 

Q. 103 . — 1 have beard of no practical diflicriltios in the present system 
in Burma. 

Q. 104. — (1) The total population seems to have nothing to do with the 

matter. . r i i j 

(2) Occupied area ignores the quality of the land. 

(3) Soil units are largely conventional and liot uniform in different 
provinces. 

(4) I consider this the best test, as rents are fixed by economic laws 
.and would thus give the same standard everjurhere. 

(5) Net produce is difficult to define and impossible to ascertain. 
Gross produce is difficult to ascertain and to convert at an equal price, and 
also ignores variations in cost of production, e.g., sugar or fruit is expensive 
to cultivate though the gross produce is high, 

Q. 121. — I look fn toiiacco. as a practical necessity, and do not think 
it should bo specially taxed, 

Q. 123. — The acreage dutv works well. The other suggestions would 
not work in Burma whore there is already too much officialdom. 

Q. 124. — Certainly noc. Tobacco cultivation in Burma is essentially 
a matter of small plots. 

Q. 125. — By not making the tax prohibitive, and varying it where there 
are evident differences of soil. 

Q. 129. — No. Not affixed maximum. 

Q. 136.— No. 


Written memorandum of the Executive Committee of the General 
Council of Burmese Associations. 

It is not proposed to give direct answers to any of the questions con- 
tained in the questionnaire. This note simplj' deals in general terms with 
some of the existing taxes in Burma. 

In the first place, it_ may be said that the cost of administration is 
getting heavier and heavier, wliile 'the incidence of taxation seems to be 
on the increase every year. At the same time, the taxable capacity of 
people as well as the maximum amount of tax receivable under each head 
is practically reached now. The present system of sharing the revenues 
between the Central and the Provincial Governments is also to the dis- 
advantage of Burma in several Respects. 

From the enclosed comparative statement * extracted from "Wealth and 
Taxable Capacity of India” by K. T. Shah and K. J. Khambata, it will 
be seen that Burma is contributing over 40 per cent of her annual incom# 


*Not printed. 
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towards taxation. The income per capita is given as Rs. 74, and there- 
fore 40 j)er cent of Rs. 74 is Rs. 29-9-6. Tlie hiilance loft per cajnta is there- 
fore Its. 44-G-G. It tliereforc sooiiis lunvise to levj' any fresli tax that would 
directly or indirectly affect the poor adversely. 

Oji the contrai'y, abolition of certain taxes seems to be urgently 
necessary, and unless a reconsideration of the financial relations between 
the Government of India and the Burma Goveimment is taken, Burma’s 
development would be retarded in the interests of India. 

Thntliamciia and capitation tetx. — These taxes are rarely mot with in 
the civilized world and therefore almost peculiar to Burma. Both these 
taxes are unpopular, especially the capitation tax which has met a veiy 
■strong nppO'.'ition for the last few months. No-fax campaigns (against the 
capifation tax) were started a few months ago in several districts of Lower 
Burma with some sricccss. Besides being unpopular, the capitation tax 
is bad in principle as it is ungraded. In his report of inqujrj’ into the 
condition of agricultural tenants and labourers in the thirteen districts of 
Lower Burma. .Mr. '1'. Coiiper, i.c..s.. Commissioner on Special Duty, writes 
(vide' page o-‘l) : — 

“Capitation tax is levied throughout the thirteen districts to which 
this roi>ort relates except in four towns, Bassein, Henzada, Promo and 
Toungoo. whore land rate is levied in lieu. This tax is collected between 
Augn.st and October. These arc the very month.s in which the agriculturist 
is most hardly jiresscd for money. The initial loan which he has taken at 
the end of April to buy implemciii.s, food-stuffs and materials for the con- 
struction nr repair of his hou.sd and field hut is usually far spout by 
Atigfist when transplanting begins, and he is driven a .second time to seek 
n loan, whether from his landlord or money-lender, to pav and feed those 
who arc to plant out his scodling.s. TTo is unlilcoly to receive so favourable 
terms as he got at the hegimiing of the_ .soa.son. His gold ornaments are 
already ])fedgod. and only his [lonsonal credit and cattle f.s loft. The Clicttiyar 
will not usually lend to him on those, and ho is lucky if his jandlord ina'ke.s 
him an advance of Rs. 3 or Rs. 3-S-O per cent _n month; if lie i.s driven 
to a local money-lender in liis own or no'ghbonring village, he will almost 
certainly have to give an undertaking to ropav in produce at the rate of 
TOO baskets oh paddy for over}’ Rs. SO or Rs. 100 lent.” 

At page o! of 'he -anic report ^^r. Coupei- again clearly says: — ■ 

“The capitation tax is a had fax, being ungraded; the man with 
Rs. 160 annua! income juiys as much as the man with Bs. 1,600; the daily 
hihonror in Promo who rocoivos S annas a day pays as much as his brother 
in Hanthawaddy ivho receives 12 annas. If Government cannot dispense 
with this tax, it .should collect it at such a time as will came the least harm 
to the tax-payer”. 

Bui being an inequitable tax, the capitation lax should be done away 
with with the lea'-t possible amount of delay and relievo the poor InhonreV 
and tenant from its burden. 

Excise j'C venue is not likely to yield more. The whole country is for 
total prohibition, and it has hocn expected that it will come before long. 
Tlio ])reseni policy of control, concentration and gradual reduction and 
liberal allowances to foreignens (in respect of opium) does not meet 
tbo popular view. Higbor prices of impm-t and excise duties on liquors 
would tend towards tcinperance and ultimately towards probibitiou, while 
they may also yield more revenue. 

Forest revenue is not likely to incroa.so for some time to come. The 
optimistic anticipations have failed to take place. Tlio department is 
top-heavy and the,. system of foi-est administration needs tliorongh over- 
banling to rcdtice waste and to_ cut down expenditure. The present top- 
heaviness and increased expenditure, in tlio h^orcst Department is duo to 
the hasty re-organizaiion just before the BGform.s were- introduced in 
anticipation of a boom which did not take place at all. 

Land revenue.- — The increase in land revoniio on a large .scale cannot 
1)0 expected. Tlie present .sy.stem of .settlements, while yielding good revenue, 
makes the iinsilinn of laud-owners and ngricnlinrists in unfertile and out;- 
of-tho-way districts very hard. The capitation and tliathamcda taxes and 
receipts from fi.slicrics are inolndcd in land rovonne. It is found in some 
districts fisheries are _re.sponsihlG fo^ local floods doing damage to paddy 

VI--2?, 
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cultivat’on. Such fisheries should he closed, and fishery receipts are hound 
to decrease for some time to come. If capitation and thathameiln taxes are 
aholishod, there mould he a reduction of ahont a crore under land revenue. 

Eo.yaIty on mineral and oils is also included under land revenue. At 
present a royalty of .\s. o per 100 ri.ts of earth oil is levied. This seems 
rather very low, and it .should he raised to He. 1 without allowinR the 
burden to fall on the consumer. 

The economic condition of the people of Burma (except the non-Burmah 
element) is such that no fresh taxation touching them is desirable for the 
time being. [Measures to improve their economic condition ' should be 
taken. But to do so capitation and ihoihcnnrtln taxes and fisheries doing 
damage to the cultivation and drajliage .sy.stom of the country' will hav'e 
to be abolished, settlement rates in poorer tracts modified, and unfair 
arrangements between India and Burma rectified. The following rectifica- 
tions need urgent attention: — 

(1) Hire cess . — ^The export duty of As. 3 per maund on rice, paddy and 
bran w.ns originally levied to meet expenditure for communications in 
Burma. At present this cess is taken by the Government of India. This 
is unfair. It should be restored to Burma. 

(2) »SfoH — The present jioficy of the Government of India as 

regards salt duty tends towards killing the local industry and to burden 
the Government of Burma with a large portion of exjieiiditure c-onnected 
with salt admiiiisviation. The Hurina Government spends about li lakhs 
every year on salt adminislruion and in return the Government of India 
contributes about Hs. 56.000, while tlio Government of India take.s all 
revenue derived from salt. It would bo equitable if the salt ndmini.stration 
be proviucializetV and made a transferred subject. Also the policy .shotild 
be chauged, and salt industry in Burma encouraged. 

(.3) Income-tax . — The present arrangement based upon 1022 rcceipl.s 
is not satisfactory; it is arbitrary and should be revised. The exemption 
of agricultural income from income-tax is .sound and should ho continued, 

(4) Land — ^This measure does not seem to bring much revenue 

but it has killed the overland trade between Burma and Siam, and lias 
thrown Iiundreds of families out of emph.yment in the Kawkareik subdivision, 
resulting in increase of crime there. .'While the GovernmonI of India is 
not much benefited by this measure. Burma .suffers in many ways e.specially 
in bearing the burden of suppro.ssing serious crime. 

Steel protc^rtion. — Tin's measure, like the land custom, is doing much 
damage to Burma. The additional cost for the last year is, we are told, 
about 10 lakhs to Burma. Besides this additional cost, mauj’ works con- 
nected with buildings, communications, etc., will either be delayed or 
abandoned. Under the circumslanc-es, Burma should bo excluded from the 
operation of this measure. 

In the foregoing lines we have touched in broad outline upon the present 
economic position of the people, upon the nature of taxes the Government 
is levying and also upon the financial relations between India and Burma. 
More reduction.s of taxes' or readiustiuents of financial relations between 
the two countries would not bring much good to the country so long as the 
cost of administration remains heavy. The present system of administration 
is, wo repeat, top-heavy. Artificial division of departments and lack of co- 
ordination between department • and department result in over-staffing, 
over-lapping, avo'dable mistakes and waste. It is. therefore, of Utmost imjior- 
tance to remove these defects and reduce oxiieuditure before any new 
source of revenue is inr-estigated. If, after thorough examination and 
economising of the administration, it i.s ^found some fresh revenue is neces- 
sary. not for the cost of xi resent admin -stration, but for works of imiirove- 
ment and development, the following taxes may be levied — 

(i) Consumption taxes on alcoholic litiuors in addition to import duty 
and the licon.so fee to sell (o.g., a graded tax of As. 4 io Bs. 3 per bottle 
of beer, wines, brandy and whiskies) may ho levied. 

(ii) A tax on betting. 

(iii) Consumption tax on luxurie.s, like tobacco, cigarette, perfumery, 
tea, coffee, etc. 
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4tli June 1925. 

BOMBAY. 

Present: 

Sir Cjiajij.ks TnouuN'ruj!, K.c.s.i., i.e.s., rresident. 

Sir ]3i.iay Cimnjj JMaiitau. cj.c.ie. k.c.s.i., i.o.ji:., Maharajaclliirajii 
Bahadur ol' Burduan. * 

Sir Pekuy 'J’uoAii’Sox, k.b.e., c.b. 

Dr. li. P. Paiianjby'e. 

Dr. L. K. Hy'uer, ar.L.A. ’ 

Mr. G. L. MACGBBGOK, I.C.S., Collector of Salt Beveiiue, 
Bomljay, was examined. 


Written memorandum of Mr. MacGregor. 

Q. 51. — S'cdi.; — 1 entirely agree with the extract, which exactly describes 
ihe Govcriuncnt of India’s i)olic 3 ’ to-day. 


Q. 52. — I agree with Mr. Arinitage Smith. I’lie tax is paid by practi- 
cally all; it is not oi^pressive. At Bs. 1-4-0 a maund it works out at less than 
3 annas loer head taking the standard rate of consumption at 12 lb. In the 
cities of Bombaj' and Karachi an ordinarj’ unskilled cooly can earn a rui^ee 
a da\’. and in the most hackwni’d tracts it is never less than 4 annas. Eva- 
sion of the tax is difficult as production is under guard, and with so low a 
tax handling unexcised salt is not worth while. 

Q. 53. — See answer to Q. 52. The rate of incidence — less than 3 annas a 
head — is far lower than the fighres of anj- of the countries quoted. 1 do not 
think Rs. 1-4-0 is too high or too low. With salt at that figure the poorest 
never really’ buy salt; their .grocer supplies them with a small quantity aT> 
the same time that tliey buy their condiments, it is thrown in. so to speak. 
With a Rs. 2-8-0 duty, the poorest had to paj' for it, 

Q. 54. — In the Presidenoj' proper the issues, for consumption by Govern- 
ment and private manufacturers for the past three years have been (in lakhs 
of maunds) — 

1921-22. 1922-23. 1 923-2 1. 

(«) Govennneut salt .. .. .. .. 28’08 22-80 30(0 

(i) Salt of private inanufacUiie .. .. 87-77 82-80 10 1 -.0 


(c) Rough p’.opoitlon of (a) to (i) 


1:3 2:7 2:7 


At Khai-aghoda Government salt i.s purcliased from the arjaria, who make.s 
it, at a fixed price. It is sold at a fixed price which at the present time is 
slightly under cost, and the agaria is paid for it at the end of his manufac- 
turing .season. At Dharasna tlic method is slightly different. The agaria is— 
paid at a fixed price but only on the sale of his salt, for n-hich he may have 
to wait a considerable time. 

In either case the policy of Government is to supply the salt as near 
cost price as ])Oss ble; so the manufacturers profits are reduced to the mini- 
mum. A private salt manufacturer would have to secure a larger profit than 
Government. This being the policj' of Government, it may be asked then 
win- not take over all the j-rivate salt woiks. The difficulties are — 

(i) a revolution in the trade, 

(ii) all_ the salt works would have to he taken over at once to avoid 
competition in the labour market, and 

(iii) sea salt works aro*\nore difficult to manage on account of — 

(a) grading of the salt, and 

(1)) importation of labour. 

It would be a heavy task to take over works producing a crore of maunds and 
to do it all in the time between two cultivating seasons. Kliaraghoda salt is 
easy to manage, only one grade of salt is produced, and our labour is settled 
in oui- own village. Sea salt is produced in at least 4 and sometimes 6 grades 
and the labour has- to he imported from various localities in Gujarat and 
the Konkan. 
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It Avoiikl not 1)0 inii)ossil)lc to take over tlic privato works, but it wouid 
bortainly be a very big undertakiiig. There would bo no point in doi))g so 
unless wo could secure a cheaper salt for the consimier or a cortsiiuty thaL 
stocks should bo kept as a sufficient reserve, ft is doubtful if we could pro- 
duce salt clie!i])or. There is an ononnous amount of vonijyotitinn and rates arc 
cut pretty fine at present. As regards reserves, the nmrkot is at present 
heavily over-stocked, and action could he taken by the Collector of Salt Ho- 
vonuo as shown on page 63 of the Salt Committee’s Report of IDOf. 

As far as this Presidency is eoneerned, 1 would leave iinittei-.s as flicy 
arc. J am afraid 1 do not quite .see the relevancy of thi.s question in ii ta.\;i- 
tion enquiry, nor of the next Q. 55. 

Q. 55. — I do not think it would be po.ssii)lo to produce a purer article 
' which would at the same time bo cheaper. If by hu-ge scale manufacture is 
meant the employment of machinery, it would, I think, come more e.xpensivc 
than at present. 

Such a plant would have to work for tAvelvo months in the year to be 
economical and would require enormous storage sheds for the monsoon out- 
put, as the trade doe.s not absorb salt to any extent during the five months 
June to October, if the salt was all manufactured at one central refinery the 
storage required would be for idjout 40 lakhs of maunds, and th's would not 
include reserve slocks. 

If by ma.ss jjroduclion ('oiicenlratioii ol prarlucl ion 's niciinf. I liiiuk, 
wo have that already. With the exception of four small works which arc 
maintauied round Portuguo.se India will) the oxpres.s puiq)oso of kec'i)iug down 
smuggling, all the sea salt work.s arc coiicentrated within 30 niilc.s of Ilombay. 

IBefore the war the co.st of production of sea salt was uudor 2 annas. It 
is now undci’ -I iinnas a iiiauiul. The prod^iction by mechanical pr()ce''-e.s noutl 
cost more. The Eastern Chemical Company, !Malunga. opened in 1013 the;r 
Avorks in the middle ol tlie Daditr Sidt \\ orks"A\'ith the .set obp.t ol iminulju- 
luring .sail on a commercial scale from .sea Avalcr. Tlioy found that limy could 
not compete with the manual worker. So they turned their j)lant over to 
the manufacture of other heavy chemicals. Even during the salt famine in 
the war they did not start salt^ manufacture. 1 believe Talas considered the 
erection of salt plants in Bengal and on the Orissa coast hut the schemo 
failed to materialise. 

There AA-ould also bo dilRculties about popularising it. Tlic Indian is very 
conservative in the umtter ol siill. .An attempt was made to get Bombay ami 
the Deccan to con.'-uiiie Hai'agora sal', in IflOJ tind was an ubsoluie f;i lure. If 
they got a ])urcr quality of salt, it is hardly likely that tlicy would itrofer it. 

Q. 56. — J’his Pj-esidoncy only inij)orts a vei-y little salt from Goa. The 
bulk of Indian imports are at Calcutta, somewhere in the noighhomdiood of 
half ii million tons. If a piotcctivc tariff were im]) 0 sed, it is eorlain that 
Bengal would hac’c to pay nioi-e for its salt, .and not only Bengal but all the 
hinterland that draws its salt supiilies through the port of Calcutta. Bom- 
Itay would bo only too glad to supj)ly all the -salt required. At present wo send 
our lowest grade of salt to Calcutta, but it is of the nature of a bye-product 
and the profits are veiw locv. 

Qs. 57 and 58. — 'riicse questions appear to mo to bo somewhat outside the 
scope of this enquiry. It has been argued at groat length in Chapters VJl 
and VI 11 of the Itoport of the Halt Couimittee ol 1901. 'rim conelu.sions fben itr- 
rived at by the majority of the Committee are that the question of individual 
taste Avas as much a factor in the preference for light salt as the extra profit 
made by the retailor. They found no proof that the introduction of Bombay 
salt haci diminished consumption in the districts into Avhich it had found its 
AA'ay or that its uso generally led to a diminution of consumption and conse- 
quent loss of roA'onue (page 89). T agree Avith the report of the Committee 
and not Avith the minute of dissent of the President Avho seems to have ap- 
proached the subject Acdth a rooted conviction that the A'ictory of light over 
heavy salt Avas inseparably connected Avith fraud on the part of the seller. 
It is undoubted that the retailor, "as oppo.scd to tho Avholesalcr, does make 
a greater profit in soiling lighl salt. Light salt is more expensive to prepare 
and it is only right that it should command a higher price. 

T AA’ould not advocate the enforce7nont of the sale of salt bj’ Aveight. It 
would lead to undoAibtcd harassment. It avouIcI not bo cffectiA'c. Wo cannot 



cvon ensure tlic use of standard iveiglit, and if the i-etailor wanted to sell 
short weight he would he able to. In the case of the poorest and the most 
ignorant, salt is not sold by itself as I have mentioned above, and it is im- 
material whether it changes hands by weight or not. Better class people do 
buj', but they may be presumed to know what they are buying. 

As regards the revenue, the Salt Committee did not hold it proved that 
it was endangered by the spread of light salt. 

Q. 59. — I am afraid I am not in a position to say whether the cost of 
transport could be reduced. It seems to me that it is a matter for the railwa 5 ' 
administrations. Although freights have been heavily increased, 1 believe 
salt is carried at concession rates. 

In this Presidency there are aio Government depots for the sale of salt. 
In the past there was a firm of Government agents which did yeoman service 
in pushing the sale of Baragora salt at the time when the people were in 
process of being weaned fi'oin the use oi illicit salt, but the firm, though still 
knmvn as the Governr.ienc mlt agents, is paid no commission by Government, 
but is allowed to charge che consumer d pies per maund. Their monopoly 
is noAv at an end and any merchant can purchase Baragora salt. 

As regards sea salt, there are so many traders in the wholesale trade that 
a combination to force up the price is unthinkable. The price fluctuates of 
course in accordance with the law of supply and demand, and it would be 
verj' wasteful for Government to take a hand in the distribution. 

Q. 60 . — AgriciiUitral salt . — This is issued at cost price on a xjorinit from 
the Agr cultural Depu\-hnent and it iS denatured witn 2^ jjer cent crude oil 
and J per cent bonemeal before issue. These are at least^as good if not bettor 
than the continental methods. 

Industrial salt.— This pays duty, but the duty is refunded after an exa- 
mination of the registers of the factory. About a lakh of maunds are so 
issued. 

I do not i^ropose any change. 

Q. 86. Customs , — I add a few remarks on (6) and (c) under Q. 86, with 
which I am immediately concerned. 

(6) The coast is patrolled by a staff of peons to prevent clandestine 
lauding, but the area that has to be. covered is too great for the patrol to bo 
really efficient. ’ Coast Guard Inspectors of whom there are only five also pat- 
rol, but they have to cover about 1,000 miles of fm'oshore and the element of 
surxn-ise is largely absent from their movements. A really effective patrol 
would be maintainable only at a ijroliibitive cost. I had occasion to- streng- 
then it temporarily by putting an Inspector on a steam launch' with a roving 
■ commission to watch the neighbourhood of Portuguese India. The effect was 
undoubtedly good, though he effected no seizni-es, as would-be smugglers 
know that it iS possible to thus rapidly strengthen the jn-eventive officers at 
my disposal. But the time may come when with the present high tariff smug- 
gling will become profitable and fashionable. The iiresence of Portuguese 
2 )orts on the coast is a source of potential danger and in some cases lately 
the smuggling was entirely due to their existence. Things have also been 
comi^licrtcd by the agreement with the Kathiawar maritime States, which 
have been varioiisly interpreted by their Darbars, but generally to the detri- 
ment of the imperial revenues.. Cargoes are entered at Kathiawar ports from 
the Persian Gulf and are then sent on in the same bottom to enter our cus- 
toms line as free goods. There is a case still sul) judicc in which a cargo of 
salt fish (15 per cent tariff) from Div in Portuguese India arrived in a coastal 
harbour 'Avith papers shoAving that she had called at a port in K.athiawar, 
]niid duty there and come on hero with a cargo AA’hich Avas ostensibly free 
goods. It has been stated in the proceedings that the master went by cart 
to the KathiaAvar port in question to get his customs papers. In other cases 
shipping is attracted by the offer of extraordinary financial facilities. 

(c) On land frontiers the chief difficulty- is caused by the fact that State 
territory intrudes between Portuguese India and British India, but it is 
hoped to get round this difficulty. 

The remedy for strengthening the coastal patrol lies in the provision of 
motor or steam launches capable of keeping the sea. It is doubtful if just 
at present the expense of such a step would be commensurate Avith the addi- 
tional in'otection afforded. It may bo found to be necessary. 



■’Vtr Macfri egor gave '"oral evidence as follows : — 


The President. Q. — You arc Collector of Salt llcvenuo, iji -vvliicli capa- 
city you have a variety of taxation functions? 

A.— Yes. 

Q. — You deal with salt, land customs and sea customs, and you 
levy certain duties for the improvement of ports? 

A.— Yes. 

Q. — We will take them in order: on sail. 1 should like to ask you tlu'oe 
main (|uc.stions. Uo you think that India should he .self-supporting in the 
matter of salt? 

A. — I do. 

Q. — If you do, can Bombay assist in sui)plying the Calcutta market, 
whether from its own iaciories or from Kathiawar or from the Bunn ot 
Cutch? ^ ' 

A. — It could. When the question of Bhandup was raised, the trade 
said “wo do not want another salt works, avo can raise all the salt we Avant” 
and the Collector gaA'e them a j’oar to sec Avhat they could do, and they 
raised 123 lakhs of maunds. The normal off-take is about 90 lakhs of 
maunds, so there Avere 30 lakh', of maAiiuls there to spare. Kharaghoda could 
extend, but unfortunately. Kharaghoda is 177 miles from the nearest 
sca-i)ort, Bhavnagar. Dhrangadhrn could .suj)j)ly large quantities loo, but 
it is also 139 miles from Bhavnagar. It is the land-lead that increases the 
cost of the salt. Wo sb.mld liaA’c to pul a big duty on importations of 
foreign salt to make it profitable for Bombay salt to got tlu'ough into the 
Calcutta markets. 

Q. — Is there any port on the Bunn ol Cutch? 

A. — It its dry in the hot-Aveather and there is hardly five feet of Avatcr 
there in the monsoon. The neare.st port is Bhavnagar. 

J)r. Ihnvniin/e. Q. — What differential duty Avould you require in order 
to make it pay? 

A. — I haA'e not u’orked out the figures, but I should think you will 
have to doid)le the existing duty. 

Q. — Would 8 annas a"maund do? 

A. — 1 think it should be at least Bs. 1-4-0, but I do not knoAV AA'hat the 
selling rates are in Calcutta. 

Sir Percy Thompson. Q. — The not result of all this Avill ho that Ben- 
gal AA’ould have to pay more for its salt than the rest of India. 

A. — It pays less in land revenue. 

Q. — But the effect Avould be that Bengal AA-ould have to pay more. 

A. — I admit that that Avould be the effect, because of the 530,000 ton» 
of jsalt AA'hich, I bclicAm, are imported in the year, all but the odd 30,000 
go to Calcutta. 

Q. — The total value of the imports of salt is about £700,000? 

A. — I could not tell you. 1 think tlie -price thej' expect to get is 
Rs. 35 a ton for salt landed in Calcutta. 

The President. Q. — At any’ rate, if IvathiaAvar could supply the 

Calcutta market, you Avould put no obstacles in the Avay? 

A. — None AA'hatever. 

- Q. — Actually from tAvo-thirds to three-fourths of the output of the 
Bombay salt factories goes out of the Presidency? 

A. — That is so. 

Q. — Is there any reason Avhy they should not also take up the supply? 

A. — I don’t think so. 

Q. — Could they make salt of the required quality’? 

A. — ^If the salt can get into the Calcutta markets, I think they will 
make any salt that will suit the Calcutta markets. 



Q. — Actually, what they now send to Calcutta is refuse? 

A. — ^It is the lowest grade. 1 

Q. — No attempt has been made to make a salt that Calcutta would 
accept? 

A. — Not as far as I know. 

S/r Percy Thompson. Q. — Even supi)osing j'ou can sui)ply a perfect 
salt, is it not a question of price? 

A. — I do not think wc can turn 'out perfect salt with the methods at 
present employed. 

Q. — Even assuming that- you could get 1\ salt which will suit the Cal- 
cutta market, it will l.c a question of pi.ce. 

A. — am perfectly certain that we cotild make it, because the Calcutta 
market is suijplied 30 per cent with Aden^ salt. 

Q. — Could you "compete, as regai-ds price, with foreign salt? 

A. — 1 was thinking of it from the point of view of Dhrangadhra. 
Dhrangadhra is 140 miles away from any port; and for that distance salt 
has to go by railway, and that is wiiat runs up the price. 

Q. — ^Are there any other sources in Bombay which could compete with 
imported salt in Bengal? 

A. — T should think so. T think what are called the spa salt works, 
Avith'n 30 miles of Ikiinbay. could. To enable them to compete, it would*not 
be necessary to put on as hea\^' a duty as would bring Dhrangadhra into 
the supply. They actiiallj’ do send refuse salt to Calcutta at present. 

Q. — What is that used for .and who buj’s it? 

A. — I understand it .‘s aised in hide godowns .and tanneries for industrial 
purposes. 

The President. Q. — ^Actually you have in these sen salt factories every 
year several lakhs of niaunds which you throw away? 

A. — It is about 4 lakhs; it is not thrown away, but thrown back into 
the pans and re-conditioned. 

Q. — ^^Vould it be an expensive process to treat it by the Cheshire 
method ? 

A. — ^Tlic Chosliiro method, i.e., .applying, artificial beat, would bo very 
expensive. 

The main obstacles to our suppljdng salt to Calcutta have been (1) 
rcstrict'on about gala accommod.ation, because all the salt sent from Bombay 
to Calcutta is salt which- has paid duty and therefore not qualified for, 
admission into the galas unless there is room ; (2) the fact that they havo 
to p.ay duty beforehand, which can only be done by big men. 

Q. — ^Ti’'ould you welcome a better system of transport in bond? 

A. — ^Tes. 

Q. — I think you would probably .agree that rules of that sort should 
bo uniform for both llio pr-ovuices? IMadras has much more favoui-able trnns- 
jiort rules. 

A. — ^Yes. 

Thr ’SUihara^ndhtraia Pnhadur of Pnrrhran. Q . — ^You said that wasie 
salt goes to the h’de godowns. how much of the 4 lakhs of maunds goes for 
this purpose? 

A. — None of the 4 l.akbs of maunds goes to tho hide godowns, they are 
all tin-own back into the pans; wo actualh’ .send to Calcutta between 2 and 
,3 lakhs of maunds. 

Q. — Ts the 'trade of a fairly recent growth? 

A. — T suppose it is faiidy recent. 

Q. — ^Before, the two or three lakhs of 'maunds used to go back into 
the pans? 

A. — Probably, but the (|uostion then arises wbotbcr the salt m.anufac- 
turei-s in Bombay would not try and limit their stocks as far as xiossible to 
what they think- their consumption would bo. 
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The President. Q. — The next questifon is whether the monopoly or the 
excise sj'stem is preferable : you said that you do not quite see the relev- 
ancy of that. Well, it is that if it leads to a cheaper salt, there is more room 
for taxation on it. It is generallj’ argued again.st the monopoly system 
that Government cannot conduct a large manufacturing business except 
at a very high cost. 

A.--Yes. 

Q. — ^Does your experience of Kharaghoda confirm the idea that Govern- 
ment management s costly and -inefficientp 

A. — We had the advantage at the start of having a very sound firm 
of agents who di.sLributed the .stuff and we got going on sound line.s. They 
are allowed to charge the consumer a fixed price of 9 pies for what they do. 

Q. — May wo go hack to the question of the cost price? 

A. — The cost price at Kharaghoda is 4.79 annas. 

Q. — It is abou'. tl.e .same as in the sea salt factories. 

A. — The price in the case of sea salt varies from about 2 annas to 12 
annas according to the i-eturns of the manufacturer. We have only got his 
word for it and we do not really know accurately. 

Q. — How does the price at which the salt is sole! in the neighhourhood 
confpare with ’the price at Kharaghoda? 

A. — Round Kharaghoda, the prices are lower than round the sea salt 
factories. ' 

Q. — Round Sambhar? 

A. — T do not know Sambhar: I think the Sambhar piice of production 
is lower than ours. You can see from the administration report* the prices 

in Ahmedabad, Kaira and Ranch Mahals. 

< • * 

Q. — Ts not the price -in Ahmedabad half the price in Alnnednngar? The 
places are about equiclisrant from the .scarce of scipply? 

A. — .Ahmeclnagar is shown as 10 seers on this map and Ahmedabad as 
20. Ahmedabad is only 50 miles from Kharaghoda, while Ahmednagar is 
a good deal farther, aii^ut 220 miles fiom Bombay. 

Q. — Generally speaking, the prices in the neighbourhood of the Bom- 
bay sea salt factories are h'gher than those in the neighbourhood .of any 
other source of production. 

A. — The Superintendent of Thana tells me that the prices in Bombay 
are absolute retail prices : they are the prices of fine white salt sold by 
hawkers who sell by the smallest measure, whei-eas further afield salt i.s 
probably sold by the bag. 

TQ. — Are the prices reported by Collectors all arrived’ at by the same 
method? 

A. — Tn Bombay city we find out our own prices now. 

Q. — Aren’t these figures posted from the Government of India fort- 
nightly reports? 

A. — T do not place much reliance on the Collectors’ statistics of ])rice 
returns. 

Q. — If you disregard Bombay city, how are the prices based in tire 
districts ? 

- A. — They are probably based on a uniform sj^stem. 

J)r. Paranjpye. Q. — How does Kharaghoda salt get to Bombay? 

A. — It is never brought to Bombay. 

Sir Ferry Thompson. Q. — It 1ms been said of Kharaghoda that the 
price of salt varies iuvei.sely with the distance. 

A. — That is not true. 

9- — Salt is clearest at the place where it is produced: is this true? 

A. — T do not think it is quite true. As one explanation, T might say 
that during the monsoon Kolaba salt cannot circulate, and this runs up 
the prices in Kolaba, there being no railways. 
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The President, Q. — ^Is it more costly to produce salt in the Bombay 
sea salt factories? 

A. — think the sea salt factories produce salt at about 3 annas. 

Sir Percy Thompson. Q. — ^Your explanation of the higher price is 
that the basis of comparison is not nniform? 

A. — That is so. 

The President. Q. — ^A great argument in favour of the excise system 
is that active competition reduces the price. 

A. — ^Yes. 

Q. — ^Where you have competition between two Government monopoly 
factories, such as Kharaghoda and Sambhar, would you advocate a definition 
of the spheres of influence? 

A. — think so. 

Q. — That is to _ say, you would not book Kharaghoda salt into the 
Sambhar sphere of influence? 

. A.' — would not give any facilities for it. At present you can deposit 

money in the treasury at various places, e.g., in the Central Provinces, 
the United Provinces, etc., and the stuff is sent to you. If you remove that 
facility which the merchant has of paying money into the treasury and lorce 
him to remit it and make his own arrangements, he would probably not sell 
that particular salt except at a higher price which would be for the needs 
of people who prefer that salt. 

Q. — ^Would you prefer that Kharaghoda and Sambhar should work on 
similar lines? 

A. — I don’t know what the Sambhar system is. 

Q. — You would agree that it would bo desirable to put the two Govern- 
ment monopolies on the same footing in a matter like that? 

A.— Ye«. 


Br. Paranjpye. Q. — I think there was some discussion between the 
Government of Bombay and the Government of India about subsidiary 
jjroducts of the Kharaghoda factory, i.e., about the manufacture of magne- 
sium chloride and the use of bitterns. 

A. — ^Yes. 

Q. — The Government of India took objection to allowing the Govern- 
ment of Bombay to make use of it; they claimed a royalty. Is that so? 

A. — ^I do not think so, but I have not seen the correspondence. 

The arrangement made with the Pioneer klagnesia Works of Ahmeda 
bad was that they made bye-pi’oducts and then they paid royalty lo the 
Bombay Government, the Bombay Government act'ng on behalf of the 
Imperial Government. I am not under the Central Board direct. 

Q. — ^Do you think it is right? The Government monopoly is only of 
salt and not of the subsidiary products. 

A. — At present it is not a live question, because they cannot compete 
with Germany. 

Ur. Byder. 0. — ^You said that the company could not compete. I sup- 
pose that in the War they could get on. 

A. — ^Well, before the War they could not compete: they never started 
then. The pressure' of the War made a start possible. That is, however, 
a matter between the Provincial and the Central Governments. I look upon 
both as Government: I do not discriminate between the two. It belong;a 
to Government. Therefore they put on a royalty, but as the company wao 
working at a loss Government agreed to have a profit sharing scheme, in 
which Government shared the profits and not the losses. 

The President. Q. — ^Between the two Government monopoly factories 
you advocate production on the same footing. As between licensed factories 
manufacturing sea salt and the Government factories, would you advocate 
the same thing? 

VI— 29 



A. — Tlie difficulty is, in tlio one case the competition is between one 
Government concern and tlio other; in the other case it is the local merchant 
against Government. 

Q. — am referring to Government regulations that handicap one or the 
other in the competition. 

A. — But the element of comx)etition must come in with the third 
party, i.e., the merchant. I mean to say if my merchant is in a better 
position than tlic iMadtas merchant, 1 Ice! a certain amount of compunction 
in putting him in a worse position. If it wore both Government, then 
they can share and share alike. 

Q. — I take it. n is not desirable that you .should handicap one set of 
people with regulations that do not apph- to another. 

A. — ^It cuts both ways. Perhaps you nro asking mo to put a handicap 
on my own people. 

Q. — Put the samo handicai) on both. 

A. — It may amount to reducing my people from a more favourable 
position to a loss favourable ijosition. Therefore, to that extent it is handi- 
capping them. 

Q. — Tlio other alternative is to remov'c the handicap from the other 
people. 

A. — ^You may do that. 

Q. — I am talking for the moment of weighment into store. It is a 
severe handicap on the Madras man in competition with the Bombay man. 

A. — I do not think it is necessary. 

Q. — ^You have no objection to Madras dropping that handicap? 

A. — Not a bit. 

Q. — So, you think it is not necessary to weigh into store? 

A. — I think knowing the loss through ])ilfcrngc is the only ndvanr.ago 
obtained from weighing into store. You will got accurate figures, but 
they have no practical value. Y'ou know how much salt you get, but this 
is only satisfying your curiosity. 

Q. — ^You write off 4 lakhs of maunds a year? 

A. — Yes, loss occurs when the salt is thrown back to the pans, the 
quantity thrown back having boon brought on to the books has to bo written 
off. Loss occurs also through bad thatching, floods, and that sort 
of thing in the monsoon. "Wo have at present got about a croro of maunds 
that has got to go through this monsoon. There is a certain amount of 
wastage through floods, spring tides, etc. 

Q. — The platforms a:c not easy to guard. 

A. — I don’t agree, but they are generally, I admit unfenced. 

Q. — And the tharching is not conti oiled. 

A. — All salt in store is supposed to bo properly thatched. The Sazedar 
has to see to fliat. 

Q. — ^It is nothing like the Madras system of storing, 

A. — There will be 200 to 400 maunds in a heap. 

Q. — ^The Madras heap runs to 3,000 maunds and the smallest is 1,200 
maunds. 3,600 maunds is put in a heap, and that makes it impossible to 
grade. That is where the whole trouble comes in. With heaps like yours 
you cannot possibly weigh._ So that it all comes back to weighing into 
store, in the absence of which you write off 5 lakhs Of rupees. 

A. — ^But the stuff never gets into the market. The market would not 
take it. It is 4 lakhs of maunds and not S lakhs of rupees. 

Q. — But 4 lakli^ of maunds at Bs. 1-4-0 is 5 lakhs of rupees. 

A. — But the market can only swallow a certain amount. 

Q. — ^You write off 4 lakhs of maunds; that is to say, you write off salt 
to the duty value of 5 lakhs of rupees. 

A. — ^That duty value is only a potential value. The market would 
not swallow it. 
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Q. — ^It is unaccounted for. 

A. — ^It depends on consumption. If it cannot go into legitimate coii- 
Euniptlon, it does not get into tlie accounts. 

Q. — At the end of the year it disappears. 

A. — do not really see u’hy it should get into the accounts, except from 
the point of view of wanting to knoAV how much salt has been i)roduced. It 
is only an estimation, it has no practical value and does not serve any 
useful pm-pose. 

Sir Percy Thompson. Q. — Suppose you do write off, you still get 
the loss caused by the rains and other causes. I want to know the errors 
of estimation. You say that there is a loss by rains and manufacture, which 
amounts to 4 lakhs of maunds. 

A. — The loss would not be as much as that. q 

Q. — The rest is misestimaticn? 

A.— Yes. 

- Q. — ^You are satisfied it is not stolen? 

A. — ^Practically it is never stolen once it comes into the store. There 
may be pilferage in the course of manufacture, but once it comes into the 
store, the heap is so stacked that you can detect any tampering with it. 

Q. — ^^Vhen you say you write off 4 lakhs of maunds, you write it off 
from an estimate and not from actuals? 

A. — ^Exactly. 

The President. Q. — ^Taking the cost of production at three annas a 
maund, the cost of flie 4 lakhs is Es. 75,000 to Rs. 80,000. If all the 4 
lakhs passes into consumption, the loss to Government would he 5 lakhs 
of rupees. 

A. — ^Yes, but as much salt passes at present into consumption as is 
required by' the consumer; this would not be additional salt which would 
pass into consumption. 

Q. — ^As much salt passes into consumption as is required by the con- 
sumer ? 

A. — ^Yes. 

Q. — ^^Vhat is the amount Acquired for the individual to keep him in 
health? 

A. — ^In Travancore I believe it is about 17 to 18 lb. 

Q. — It is 28 lb., but I am not asking what is the amount consumed. 
Wliat is the amount that the doctors prescribe as necessary? 

A. — ^I do not know. 

Q. — ^IVould you take it from me that it is 16 lb. P 

A. — That is about what we give them at Kharaghoda. "We give 12 Ih. 
per head for man, woman and child. It amounts to about 16 lb. for an 
adult. 

Q. — ^That is, for a family of five, it would be 60 Ih. 

A . — A family we take to be four, two adults and two children. That 
would work out to about 16 lb. 

Q. — ^Now, your reports have recorded for a long series of years a 
consumption of 12 to 13 lb. per head in the Bombay Presidency, whereas 
consumption in Madras is 20 lb., and in Travancore 28 lb. 

A. — ^I do not think you can find out any standard of consumption, be- 
cause you do not know the opening and closing balance of the bazar stocks. 
What you do know is the issyes for consumption. 

Dr. Paranjpye. Q. — ^Don’t you think that in Bombay except in the 
coastal districts, people require less salt? 

A. — ^I do not know-. Sir. 

Q. — ^People who eat rice require more salt than people who eat iorcari. 
People Avho eat jowari take salt only with their curries; rice-eating people 
take salt both for rice and for curry. 

A. — That may he so. 
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The President. Q. — With the salt duty jumping up and down, taking 
a long period of years, the amount of variation in issues and consumption 
should be enormous from year to year. There is little variation in your 
case. What is the variation of consumption per head? 

A. — ^The figures of consumption per head include all opening balances 
and all closing balances. 

Q. — ^But you take all issues outside the Presidency? 

A. — Yes. But we do not know what stocks there are in the bazay 
at the beginning of any particular period, and we do not know what 
stocks are there at the end. For instance, if the bazar anticipates an 
increase in the duty, it promptly fills its stocks as fully as it can in. the 
two months before I bat rise has come into effect, and when the rise comes 
into effect they have got enough stock to carry over for the next two 
months, find after that if at the end of the financial j’ear they think there 
is sufficient agitation going round to warrant a hope of a reduction of 
taxation, they do not take salt for the last two months of that year and 
that means a tremendous rush in the beginning of the next year. 

Q. — If you take the last twenty years, jmu do not find any wild 
fluctuation ? 

A. — I have not gone into those figures. 

Q. — The point I am trying to make is this. You have on the one 
side an admittedly lower consumiition per head, an admitted absence of 
fencing, and admitted inaccuracy of the accounts, and other special pro- 
visions of the Act which tend to encourage these things. 

A. — It may be so. These special provisions were all instituted at a 
time when it was necessary to wean the general public from illicit con- 
sumption to licit consumption. 

Q. — ^Your last report records a gang robbery in which 49 people par- 
ticipated. 

A. — That was a smuggled lot: not in my time. That may be in the 
year before 1924. ' 

Sir Percy Thompson. Q. — There is an entry of ‘clandestine removal 
of natural salt’ — 1 maund 26 seers, and ‘miscellaneous’ 2,627 maunds. 

A. — ^I know that figure is rather puzzling. I meant to enquire into 
it before I came here.* 

The President. Q. — “There was one gang smuggling case detected on the 
Banda Bea+ in which 49 men took part in actually smuggling salt Aritli 
an escort of a further number” (.page lo of the report). 

A. — ^That relates to salt coming fi-om Goa into the Presidency, which 
we failed to seize. 

Q. — It has nothing to do with thefts of salt? 

A. — No. That could not be included in the figures. That was a 
seizure which we failed to effect. 

Q. — ^In past years there have been gang robberies? 

A. — ^There used to be up to 1922, and that was very, very, occasionally, 
and would not account for any difference in consumiition. 

Q. — ^May T draw j^our attention to another difference in practice? You 
say in your report (1923-24), “As at Kharaghoda the announcement by 
the Finance Member m the Imperial Assembly of the reduction of the 
rate of duty on salt was the signal for a heavy and unprecedented rush 
for the removal of salt ivithiii the short period available for the purpose. 
It was a race against time. During April 1924, 2,813,918 maunds of 
sea salt were removed; during May 2,030,017 and during June 270,763 
maunds. In less than 2J months no less than 5,114,698 maunds of sea salt 

were removed ” Then you go on to show that pride of place was 

taken by Shewa taluk, from which were removed as many as 1,932,484 
maunds of salt. That means as soon as the Government of India announced 
that the duty was going to bo raised from a particular date. 


*I have since discovered that this figure refers to consignments in which 
excessive excess _was discovered in the check woighments. The whole quantity 
in the permit is treated as offending. 



229 


A. — ^In the months of April and May there was a I’ush to get the 
salt into consumption before the rains came. "When the tax was reduced, 
supplies in India had been depleted in anticipation of a drop in the duty. 

Q. — ^It is not a rush to get the salt before the increase of dut 5 'P ^ 

A. — No. It was in May. 

Q. — ^When the Salt Committee made its recommendations you used to 
have 6 lakhs of maunds in the beginning of March, and they recommended 
that you should have a larger supply. Are you better off now? 

A. — Oh, Yes. The salt from Dadar taluk comes in in November and 
other stocks come in before hlarch. 

Q. — ^You begin manufacture in October? 

A. — ^Yes. 

Q. — ^But then you are selling too. 

A. — There is not much take-off during the monsoon. During the 
five monsoon months it is a fairly dead market. The salt as a whole 
begins to come in February. 

Q. — The whole question before the Salt Committee of 1903 was what 
is going to be done if j'ou had. bad seasons. During the course of 20 
years you had three bad seasons, which lu'evented starting the year with 
six lakhs, that is, with pract.call.y no .slock. If jmu had heavy rains in 
May, as in 1903, that knocks off your stock completely. Suppose you 
had early rains in May, would you be able to carry on with your present 
stock throughout the cultivating season? 

(No answer was given.) 

Q.-^You practicallj' exliaust 3 'our stock in Mai'ch? 

A. — 1 do not think so. I am jiot quite certain that they really do 
that. 

Q. — ^From 1883 to 1904, you were having only five or six lakhs. Let us 
take the j’ears from 1909. In 1909 you had six laklis; 1911-12, six lakhs j 
1912-13, twelve lalchs; 1913-14, nine lakhs. You are much in the same posi- 
tion as you were when the Salt Committee reported. 

A. — ^In April there is hardly any rain. It is most unlikely that 
we will get any rain in April. We may get a storm in April which 
will stop manufacture for a fortnight, and if we get an early monsoon 
then manufacture wdll have to be stopped for another fortnight. 

Q. — ^That was the state of affairs that led to one of the few unani- 
mous recommendations of the Salt Committee. ’ The recommendation of 
the Committee was to have something in the shape of a modified excise. 
You have not introduced .that ? 

A. — No. We- have leased the pans. In Bhandup manufacture is on 
a payment of 4 pies a mauiid on the salt issued for consumption. The 
merchants are strongly averse to keeping large stocks of salt in balance, 
because salt loses much of its value after one monsoon. 

Q. — The Committee recommended various plans of a modified excise 
or monopoly. . 

A. — None of that has been done here. 

Q. — ^Now I come to fish-curing. Can j’ou give us any idea of what 
the amount of salt issued is? 

A. — ^Appendix J of the report for 1923-24 gives that. Last year it 
was 82,396 maunds. 

Q. — Have you any views on the question? Is it justifiable to issue 
that salt free of duty? 

A. — From a health point of view, yes. The original idea was to induce the 
man to cure his fish properly instead of selling an unwholesome article. 

Q. — ^^Vhere is the logical defence for making a man who eats salt with 
his fish pay duty and not the man who eats salted fish? It has been 
put to us 'that it actually comes to this, that the fish-eaters more or 
loss are benefiting at the expense of the rest of India. 

A. — ^That is correct. 

Dr. Kyder. Q. — There is one interesting calculation. You say that 
the consumption of salt per head is 12 lb. 

A. — ^It varies all over the place. 
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Q. — Now tliat will be about six seers. The duty paid by one man 
will be three annas, at Rs. 1-4-0 per maund. Taking a family at five 
persons, it will be about 15 annas. Now, taking the wages of the agri- 
cultural labourer at 4 aunas a day, roughly speaking, he pays four days’ 
wages for his salt, 

A. — A good deal less than that. The present wages are more than 
4 annas. 

Q. — Do you think it is fair on the majority of the people? 

A, — think it is a fair chai’ge for the security which they obtain. 

Q. — Security of whatp 

A. — Security of life and property. 

■Q. — ^Property they have none. 

A. — I suppose they call it property. 

Q. — ^You say there is no iiossibility of cheapening the cost of manu- 
facture. You moan in the private salt works? 

A. — ^In the private salt works competition is so keen that I do not 
thinlc there is any margin. 

Q. — ^Do you think it possible to reduce the cost of manufacture by 
introducing mechanical appliances? 

A. — So far as Kharaghoda is concerned, we store with the aid of a 
railway, but I do not think it would be economical to introduce machinery 
for the manufacture of salt. 

Q. — shall read to you a note by Mr. Fergusson : 

“Other recommendations are all designed to save labour and expedite 
the work of storage. The later manufacture can be continued, the larger 
the crop, and as the date of closing it is determined by the time needed 
for storing the salt before the monsoon breaks, the simplification and accele- 
ration of the methods of storage by mechanical means or otherwise is 
essential.” 

A. — As regards storage, we cari-y the salt by rail and empty the 
waggons on to the heaps underneath. 

Q, — ^Is there no difficulty about labour? 

A. — There is usually no difficulty about labour. Our labour supply is jiarfcly 
resident agaris and partly from the agricultural classes ; and in a bad 
monsoon any quantity of labour is available. As a matter of fact, this 
year Ave got a good supply of labour and had room to store all our stock 
by utilising the railway. We have got enough space to stock 40 lakhs 
of maunds by mechanical means. If we haA^e to store more, we have to 
build the heaps for it by manual labour which is very expensive. 

Q. — Would it not be possible to reduce^ the cost of bagging? 

A. — You cannot obviate that. Each bag costs 12 annas and the cost 
Avill fall on the consumer. 

Q. — ^Let me again refer to Mr. Fergusson’s note. About the fluctu- 
ation in price he says : 

“Salt which Avas selling at to 2 annas a paili before the War was 
in March 1918 at about 3 annas, and in November and December 1917 
was up to 9 annas.” 

A. — That is due to the different qualities of salt. 

Q, — ^LeaA'e aside the quality. Take the ordinary salt. Does this 
fluctuate in price? 

A. — As regards the price of salt at Kharaghoda, it is fixed, and 
the retail prices A’^ary according to the distance to which it has to be 
carried. 

Q. — hlr. Fergusson says in his note that OAAung to the special circu'u- 
stances of the War the price rose to 9 annas. Does any such circumstance 
exist now? 

A. — It does not exist now. 

Q.— Could you give us some instance to show that the introduction 
of machinery in the manufacture of salt would not be economical? 
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A. — ^Tatfls wanted to use macliinei"y and they gave it up. The East- 
ern Chemical "Worljs at Matunga were going to introduce machinery, but 
they found that they could not’ compete with manual labour. There was 
another^ man who wanted to introduce mechanical manufacture of salt at 
Bhandui>, but he did not come forward at all. 

Q. — Would it not reduce the cost of manufacture, if jmu turn out 10,000 
maunds instead of 5,000 maunds from one pan? 

A. — No. We pay agaris a fixed’ rate; we can now get up to 10,000 
maunds from- one pan, but we get all we want from one crop. 

The President. Q. — I now come to the question of land customs. May I 
just take the law 0 rst before j'ou explain the map P The law under which 
you work is partly the new Government of India Act and partly the 
Act of 1857. 

.A. — ^Yes. The customs line between Sawantwadi and the Portuguese 
territory, sixty miles along the north side of Goa is worked under the 
old Act. The new Act has not been passed there. The State is moving 
rather slowly ; but there is no obstruction. 

The witness at this stage explained the area under the administration of 
the department by referring to the map and said : 

“The northern fromter line runs fiom the Luni river bordering on 
Jodhpur down to tlie Gulf of Cambay. The two end-beats are worked on a 
system of outports. The rest of the line is a cleared line 30 feet wide run- 
ning for the greater part of its length _ between the States and estates of 
Palanpur Agency and tiie Punn of Cutcb ; and later on between the States 
of Kathiawar and British territory — ^Ahmedabad district. On the Daman 
frontier there are 31 crossing places and 6 places where customers are 
taken.” 

Q. — Don't you think it reasonable that you should improve your Act on 
the lines of the Government of India Act? 

A. — ^We have no special Land Customs Act. The old Bombay Land 
Customs Act had not been repealed, but it is not to be enforced. The 
new_ Government of India Act carefully excludes all Indian States and 
foreign possessions in India. They had a tremendous discussion over that 
in the As.sembly, because they were afi-aid that the Viramgam line was going 
to be revived and thej' speciall 3 ’' stipulated that the new Act should not 
apply to frontiers between British India and Indian States. Except the 
small section in Sawantwadi, the new Act is applied. 

Q. — ^Under the existing Act, have you got the power to punish and 
confiscate if a person smuggles? 

A. — ^He can be convicted by a magistrate, he can be arrested and if 
he does not give security, he can be sent to jail. 

Q; — ^As regards Katliiawar, you still maintain your customs line? 

A. — It is a preventive line. It prevents salt from going from Kathia- 
war to Ahmedabad and opium from -Malwa, and Jodhpur to Kathiawar. 

, Q. — ^What are the articles prohibited? 

A. — ^The importation of matches, spirits, cigarettes and sugar from 
Cutch is prohibited into British India by land. 

ff 

Q. — Can you tell us how the cost of the land customs force compares 
with the land customs revenue? 

A. — ^Very badls'. 

Q. — Could you give us the figures? 

A. — have got figures with regard to land customs revenue. But 
my Northern Frontier line is a preventive force and does not collect revenue. 
It can only effect seizures. 

Q. — ^The land customs revenue does not come into account generally. 

• The Government of India ,show a very little .percentage on cost of the 
collection, because they take the Imperial customs into account, and your 
land customs and sea yiistoms form iiarfc of the Salk Report. 

A.' — Thej' do cornu iuto the Customs Report. They are incorporated in 
the Sea Customs Administration Report, 
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Q. — do not think that the cost of the- customs line comes into the 
cost of collection of revenue. 

A. — 1 think I have mentioned it in my note, 

Q. — ^Do numerous seizures of anj' particular class of article suggest 
that the rates of taxation have been raised above the point of maxi- 
mum return? 

A. — ^Matches; but the match trade is now being killed by the Swa- 
deshi matches. I have not had any infoi-mation about smuggling of 
saccharine.* I have heard that saccharine is obtainable at Rs. 8 in Bom- 
bay, though the duty is Rs. 20. 

Q. — ^That is a case to show how the increase of duties can prove dis- 
astrous P 

A. — ^Yes. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^The match that is 
smuggled comes from other countries? 

A. — ^Yes. 

The President. Q. — Have you got any good Swadeshi matches here? 
Are they made of imported materials? 

A. — There is a Swedish factory in Ambarnath, where the wood is Swe- 
dish and the direction is Swedish. 

Q. — One suggestion was that the trade which is growing up behind 
the tariff wall is highly artificial and that the best way was to establish 
a match monopoly. 

A. — ^Yes ; Ahmedabad started a factory fifteen years ago ; and they 
had to grow their own trees for wood. 

Q. — ^If at any time the tariff was reduced, the Swedish match fac- 
tory would break up at once? 

A.— Yes. 

Q. — ^With regard to sea customs, how much do you collect and what 
is the cost of collection? 

A. — I can’t say what the cost of collection is. The revenue from the 
sea customs is %'ery small, and I will get the figures for you later on. 

Q. — ^You describe the arrangement by which the coast is patrolled. 
You do not use the village officer for coast guards? 

A. — ^No; not a bit. 

Q. — The patrols are scattered about on the coast? 

A . — Vfe have individual -sepoys at Rs. 20 a month. He picks up waif 
cargo and does things that will not bring him into unpopularity with the 
villagers. - ‘•1 

Hr. llyder. Q. — ^You cannot use motor cycles on the Northern Frontier? 

A. — We have our inspectors on cycles when the Frontier is suitable, 
in which case a cycle allowance is given, but cycles _ are no use on the 
Northern Frontier. The beats are small — about 20 miles. 

The President. Q. — On the Northern Frontier, you have a regiment. 

A. — ^Yes ; 3 camels, 50 sowars and about 800 men. There are also 
now 800 round Goa and 200 round Daman. 

Q. — ^W’’ith regard to sea patrol, you speak of steam launches? 

A. — ^Yes. I had one last year; and though it affected no seizures, it 
had a beneficial effect on country craft. 

Q. — ^How many coast-guarding vessels are there? 

A. — Six. 

Q. — ^What is the cost? 

A. — ^They cost a good deal. It is the Indian^ Marine that is expensive. 
They charge Rs. 60,000 to Rs. 80,000 for overhauling these boats every 3 ’ear. 
We could do it -much cheaper. 

Q. — Are thej* used for any other purpose? 

A. — Only for conveying officers up and down. 

Q. — ^Is so large a fleet necessary for conveying officers? 
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A. — Ygs; I have five coast-guai-ding boats. The patrol is by land and 
also by water. 

Q. — You say these boats never actually do any seizing work. 

A. — They do sail at night and they do search a number of vessels, 
but nothing like what they ought to do. 

Q. — It is the only coast-guard in India. 

A. — That may be. The coast-guard could be made ever so much more 
efficient and when you have got a 30 per cent tariff, you must have a means 
of communicating with vessels afloat. 

Q. — Could all your vessels take the whole of the west coast — down to' 
Travancore.P 

A. — No. The longest beat possible is about 250 miles, a man cannot 
cover more than that effectively. In addition to the guarding of the 
coast, he has to see to the lights and buoys. 

Q. — ^Does the multifariousness of dutj' work satisfactorily? 

A.— Yes. 

Q. — Salt and marine are both imperial functions. But minor ports are 
still provincial? 

' A. — ^Yes. 

Q. — ^And laud customs? 

A. — It is an Imperial Act which was passed the other day. 

Q. — Is there any point in the ports remaining provincial? 

- A. — That is how it is. 

Q. — ^In the jnatter of machinery, it will be much more convenient if 
the duty is entirely imperial. 

A. — Yes; but the funds that finance the ports are collected from local 
craft. The Legislative Council is always putting questions as to what 
became of their money, for instance, the Landing Wharfage Fund, and 
'it is only fair that they should be more in touch with the spending of 
it. 

Q. — ^Yqu levy the fees mainly on passengers? 

A. — It is on passengers and also on wharfage of goods. In the Northern 
Group, it is not on passengers because there are no passengers. It is only 
on goods. In the Southern Group it is largelj' on passengers. 

' Q. — All the money collected fi-om the passengers is applied for services 
for the passengers? 

A. — ^Yes. 

‘ Q. — That is all in your sole administration? 

A. — ^Yes; but I have an Advisory Committee.- 

Q. — ^You were a witness before the Bombay Excise Committee? 

A. — ^Yes. 

Q. — They say with regard to smuggling: “As to smuggling, - the customs 
and police arrangements, enforced bj- the strong hand of the British in India, 
•are so thorough and perfect that, excejit the officers of the excise and 
revenue departments, very few people in India would subscribe to the view 
that moans cannot be devised to ijut an effective check on smuggling, if 
the mighty Government desire it.” 

“In India a law passed is in almost every case a law enforced. India 
has the finest civil service and judiciary in the World. She has the best 
revenue officers in the world. Her statistics are the simplest and the most 
reliable. If Government wish, they certainly can suppress the liquor 
traffic”. 

Having regard to youi- experience as regards smuggling, would you 
endorse those statements? 

A. — Not one of them. 

Q. — Surely you could stop smuggling. 

A. — Not except by methods which will be too expensive. 

Q. — ^Ybu have introduced denatured salt for agriculture? 

VI-30 - 
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A.— Yos; but only two or tbrco iliousanil inaunds Imvc boon Inbcn. It 
is used for mangoes and eocoanuts ns manure. I do not know wliy it is 
not used more. They u.so it in Kanura. 

Q. — Tlioro again it is a ease whore it is dosirabie tlmt the practice 
sliould bo uniform for all provinci'.. 

A. — Yes. 

Q. — But at prc'^ont it is conftnod to Jlombayl' 

A. — Yes: I think it uill lie verv sound if it is used every whore. 'Jlioro 
is no control after issue. One of the reasons why the figures show a .slight 
iucroaso over last year’s i.s that owing to the duty then being Iks. 2-8-0, 
people apiilied for denatured salt: before tliat they used the duty-paid 
salt to avoid the bother of bringing it from the central point where it 
was stored, generally the Sakakun’s othce or a fish-cnring yard. 


APPENDIX. 


Statement .showing the monthlv issues of .salt in nmundi; from 
January to .May in l<)22-2;i, lOLb'RM and K'2d-2o. 


— 

1923. 

1921. 





MDS. 

.Taniiaiv 

l,l'.'f:,or.2 

7ilO,3Rl 

1,132,017 

Febrnavv 


.’nt'jt’.o.o 

1,1.30,152 

March 

nT.it'ii 

2,077,21 1 

l,55r.,971 

.\pril 


3,303,111 

2,0.37,09.'. 

May 

1,177,11'.' 

2,f>Tf.,18(t 

2,C17,n77 


The duty on salt which was increased from Ps. l-I-i) to B.s. 2-S-O per 
luaund with effect from 1st Maieli 1023 was lowered to Rs. 2 ]»or naund 
from l.st March 1921 and by a .subsequent order, datoti the ISth March 1921, 
tho rate was restored to Rs. 1-1-0 with effect from 1st March 1924; all 
oxce.ss duty collected being refunded. 

’I’he larger romoval.s of salt in .fanuary and February 192-3 wore duo to 
anticipation of incrca.so in duty. 

Tho current rate of duty on salt i.s R.s. 1-1-0 per mound. 


Mr. J. P. BRAUDER, I.C.S., Collector and Superintendont of 
Stamps, Bomhay, was next exanrined. 


Written memorandum of Mr. Br'nnder ns Collector of Bomhay. 

Q. 87 (ind A7!;ic.ti/;'C K. — In tho nhsonoo of details about tho taxes in 
Annoxnro K, it is difficult to make recommendations. The broad principles 
.should bo that any tax, which will not. yield much, he easy to evade by llio 
dishonest, troublesome to assess, rcqn’re a large .staff and one expensive in 
proportion to the collections, he unduly inquisitorial, or fall on a limited 
class of the population, should ho avoided, llonco in India wo can on ono 
or more of thc.so grounda rule out taxes on ndvortisomonts, armorial bair- 
ings, auctions, bicj’clos,f club subscriptions, luxuries, safe deposits, and 
tourists. 

2. JicHing. — A tax such as is levied in Bengal on the totalizator and 
on book-makers would ho Icgitimalo and easily collected. 

3. Banhing iransactionx. — Cheques and letters of credit jiny stamp 
duty already. It is not known to what other hanking trnnsnction.s it is 
suggested to extend taxation, I should ho against such oxtonsion for 
India, as this would discourage tho spread of banking which is so neco.ssary 
for tho development of India. 

4. General iaxes on turnovers, receipts, sales, etc. — ^Theso would bo ea.sy 
to e\ado, and would require a vast staff. Vnriou.s coimnorcial tiansnctions 
are already taxed under the Indian Stamps Act. 
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5. Entertainments. — ^Tlais tax exists. 

6. Insurance is taxed under the Indian Stamps Act. 

7. Eaihoay travelling^ and railway and steamer transport. — ^Any tax 
which can be collected by a public utility company in the collection of 
its fares or freights is a good and easy method of collection. Such a rail- 
way tax is believed to have been levied in Bengal for the local purposes of 
Calcutta. In Boanbay we have the wharfage dues on coast steamer passen- 
gers collected by the steamer companies.. This tax yields revenue for pro- 
viding conveniences at landing ports. 

8. Telegrams could similarl 3 ' be easily taxed. The whole tax would 
then go direct to the State and the Post and Telegraph Department, which 
the Press are criticising as wasteful and extravagant on account of its 
recent demand to-be subsidised by the State, would not be able to absorb the 
monej’’ into its general receipts. 

9. Telephones. — These are used by few, and a tax on them is not worth 
while. 

10. Motor cars. — These pay to the Govei-nnient of India heavy import 
dutj’, a tax on petrol, and considerable wheel taxes to municipalities. They 
are taxed enough and should, for the development of trade and commerce, 
be 'encouraged and not be hampered b 5 ' more taxation. 

11. I do not recommend anj’ of the above taxes to be substituted for 
existing .taxes, but some of them, as the remarks above indicate, appear 
prima facie suitable as additional taxes, if required. 

12. Q. 95. — The statement attached shows the Bombay Entertainments 
Duty Act results for 1924-25 for the Bombay Presidency and Bombay city. 
The Act is applied outside Bombaj' city to live large towns. The Turf Club 
is the main source of revenue and furnishes 41 per cent of the revenue 
for the Presidency and 42 per cent of the revenue for Bombay city. The total 
revenue for the Presidency is Rs. 9,06,711. As a luxui-y tax, no doubt the tax 
can easily be afforded. 1 consider, Jiovever, it is liot a good tax, as it tends 
to put a premiimi on the dishonest and penalise tlie honest. The defects 
in the Act facilitate this, as no limit can be put on the issue of compli- 
mentary tickets, and these can easily bo sold by the persons to whom they 
are issued in lots. No amount of supervision can prevent this. The super- 

■ vision too in Bombay citj| is specially good as the Supervisor is a European 
ox-Superintendout of Police. A reputable bodj' like the Turf Club can of 
course be relied on, and the larger theatres and cinemas, especially those 
which sell booked seats through agencies. I consider an increase of older 
taxes would bo preferable to an entertainment tax, except as regards the 
Turf Club, whicli owing to the unique position of that body and its mono- 
poly of an apparently irresistable attraction, might well continue to paJ^ 
The Turf Chib paj’s the tax without having to be supervised. 

13. The amount spent on supervising staff in the five inofussil towns, 
varying from nil to Rs. 980 a year, is so small that, humanly speaking, a 
considerable amount of m-asion is pz-obaklo. I have, however, no knowledge 
of the actual working of the Act in these towns. 

14. Q. 120. (i} Universal income-tax. — ^It is not worthwhile having such 
a tax. The evasion, expense and staff required would be enormous, ospe- 
ciallj’ when the bulk of the population is illiterate. The irritation created 
would bo intense. To make the tax varj' with the size of the family is 
also not practicable in India. It would prove impossible to collect any tax » 
from the fioorer classes. Income-tax should not go below a certain level of 
income. The salt tax is a convenient rough income-tax as regards the poorer 
classes. 

(ii) and (iii). I agree that agricultural income should be taxed like 
an.y other income. The agriculturist, as I shall show below, gets off far too 
lightlj' compared with the town-dweller. His expenses on rent, clothes, food, 
etc., are far lower. The land revenue assessment is not a tax but only 
a rent, and usuallj^ a A'ei-j’ low rent too. 

Succession duties. — These ought to bo universal, instead of as now- 
confined to a few minorities, -mainlj- Europeans and Parsis, in the shape 
of probate duties. Mj’ views of the subject have been given at length else- 
where in my report No'. 4996 of 17th December 1924 to the Finance Depart- 
ment. Hindus and Muhammadans, however, will oppose change. 
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Tobacco monopoly. — 1 am entirely against any Government .monopoly 
of manufacture or sale of tobacco, such as exists in France. 

IiihaJMcd house chdy . — ^It is quite right that the Provincial Govern- 
ment should, in addition to the local authorities, he able to tax houses, as is, 

I think, done in the United ICingdom for the. Central Government. The 
taxation should not go lower than the houses of the middle classes. 

Tax on marriages, horses, servants, betel and areca, and doicries . — 
These are not worth serious discussion, and are of the nature of freak 
taxes. 

(iv) Tax on patent mcdiemcs . — This would not bring in much re- 
■N'enue, I think. 

Tax on cosily imported articles . — ^The customs dlies already are very 
heavy and should not he increased. 

Increment value duty, vide Q. 115. — ^Attempts in India, e.g., Bandra, 
to levy such taxation have ended in a fiasco as correspondence printed in a 
recent Government Besoluticn No. 272-B of 25th March 1924, Bevenue 
Department, showed. Mr. Lloyd George’s taxation, iii 1909 of uneaimed in- 
crement in land at once generallj' stopped, it is said, the constructipn of 
houses in the United Kingdom, and is largely responsible for the house 
shortage thereof to-day. The speculative builder, who provides or -pro- 
vided most houses, will not build, with the fear of such duties before him, 
especially as the valuations ai-e bound to be more or less arbitrary. The 
Lloyd Georgian policy of taxing unearned increment in land has, I believe, 
been recently abandoned entirely in the United Kingdom. It was all based, 
on the plausible theories of Mr. Henry George in his "Progress and Poverty” 
and his other books. 

(v) Export duties on monopoly or semi-monopoly products such as jute 
and cotton are feasible, and have in some cases been used, e.g., on Burma 
rice in 1919 and on jute. The one on hides has not, I tliink, been a success 
but hides are not a monopoly product. 

s (vi) This proposal is unworkable as any one who knows anjiihing 
about land is aware and merits no serious di.scussion. Also one-sixth of the 
gross value would in some cases be excessive, in others too little. The land 
revenue system of India is based on centuries of experience, and many of its 
features come down from pre-British times. 

15. I have Jiot been asked but venture to give my views on some sources 
of additional revenue which seem to have escaped the attention of the 
Committee in their questionnaire. 

16. Land revenue . — i regard the under-taxation of the land- and the 
cultivators, and the resulting i)roportionate over-taxation of 
town-dwellers and of non-cultivators in rural aretfs as one of 
the greatest anomalies of India. The permanent settlement of Ben- 
gal is the worst instance. No good results from permanent settle- 
inent. The ojily effect is that the landloi-ds take all the unearned inci-e- 
ment as increased rents. The labouring classes multiply up to the margin 
of subsistence, and the landlord or renter class, usually a parasitic class of 
little or no value lo the community, do the same. Tlie nation thus makes 
no progress in civilisation. The result is increase in quantitj^ and quality. 
Permanent settlements should be done au'ay with b 5 ; any province that 
wants to progress. Long term settlements such as’ 30 and 20 years, and 
limitations of revision increases to a certain imrcentage, are similarly 

, wrong in principle, only in a lessor degree. They were only suited to a 
period Avhen there wore few or no roads'’ and railways, Avhere life and pro- 
perty Avere insecure, and it AA-as necessary to tempt cultivators to take up 
uncultivated land. They Avere also only suited to a time AA-hen prices Avere 
fairly steady over long periods. All these conditions have changed. In the 
last thirty years Ave have seen an enormous decrease in the A-alue of money 
and corresponding increase in that of agricultural produce. Roads and rail- 
AViiys have sprung up everyAA’here, life and property are far more ' secure, 
valuable export crops have in great measure replaced cheap food crops, and 
the ever-increasing Avorld ^prices affect Indian prices similarly. Clearly, a 
more frequent readjustment of the incidence of land j-OA-ejiue taxation is 
needed, so that the cultivating and land oAA-ning classes may boar their fair 
■sluu'e of t]ie naiionaf There should l)e ‘I'esettloineiit at, Joast every 

ten years, and perhaps oftoner. 
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17. Practical illustrations are not far to seek. The rich cotton tracts 
of Khandesh with fairly certain rainfall are assessed far too low and more 
on the basis of the Deccan tract of scanty rainfall udiich has cheap food 
crops only. Sale prices and rentals in Ediandesh testify to the large margin 
there for taxation. The Khandesh land revenue should be much nearer 
the Gujorat scale. Yet the 30 years’ settlement and the rule of a 33 per 
cent limitation of enhancement for a taluk as a whole prevent, the anomaly 
being iiroperly rectified. The extension of the settlement period in the rich 
province of Sind from 10 to 20 years, was similarly from the economic point 
of mew, a step in the wrong direction and contrary to all modern views of 
taxing unearned increments. Some day the town-dwellers will realise how 
the policy of letting off the cultivators so lightly makes the toivn-dwellers 
pay unduly. 

18. Forest and grazing revenue — Forest dues . — The cultivators again 
get off unduly lightly in the absurdlj’^ low grazing fees they are charged 
both in the Forest Deiiartment and the Revenue Department lands. A very 
large additional revenue could be raised if the fees were raised nearer to 

,tho scale charged by owners of private forests and grazing grounds for 
similar facilities. 

19. Excise revenue . — ^Excise revenue and temperance policy are mattei-s 
difficult to'keep distinct. It may be accepted that it is sound to cause or 
induce the jpoorer jalasses, i.e., the vast bulk of the population to drink 
as little alcohol as possible, provided the result is not to drive them to worse 
substitiites. But to reduce drinking facilities so much — either by making 
the price too high, or the strength too low and unattractive, or the quan- 
tity available not equal to demand, or abolishing shops where they are in 
demand — ^that such a policy drives people to drink an equivalent amount or 
more of illicit liquor obviously increases intemperance and the habit <3f law- 
breaking, and also sacrifices uselessly large quantities of Government rev- 
enue. This seems to be happening of late in various i>arts of India. The 
excise system, if scientifically managed, can be made to secure the maximum 
reduction in consumption and the maximum revenue at the same time. In 
fact, excise revenue and consumption both of licit and illicit liquor vary 
inversely . in amount, • and the enhancement, of the excise re- 
venfio to the maximum pitch caii be made the main instrument of reducing 
consumption and of increasing temperance. '‘Well-meaning temperance re- 
formers, from iiie.xporionce of administiation, do not realize this, or shut 
their eyes to it, but in time the public as a whole may come to realize it. 

20. Sly view is that a deliberate policy of securing the maximum excise 
revenue will be the most successful method of reducing liquor consumption 
and also secure very large additional revenue, and promote temperance and 
may enable additional taxation to be avoided. 

21. These remarks do not apply specially to the Bombay Presidencj', 
but are largely based on Government reviews of excise administration in 
various provinces which have appeared in the Press, but of which I have 
not kept a note. 

22. Excise revenue as affected hy monopoly of shop-sites especially in 
towns . — very large increase of revenue could be secured, probably all 
over India, by the adoption of the following policy described in my evi- 
dence given to the Bombay Excise Committee and published on page 505, 

Wol. II of their report as follows : 

“26. I have one important suggestion to make. It is understood that 
Sir George Curtis ivho did not much to perform the excise system in Elhandesh 
once suggested something similar there. 

“27. The country liquor 'shops in Bombay city have largely become 
something like the ‘tied’ public houses and vested interests unfortunately 
grown up in the United Kingdom in connection with the liquor trade. Owing 
both to the Rent Act and the difficulty at any time of getting a new shop- 
site for a license, the present countiy -liquor shops have largely become 
a monopoly of the present holdei’s. There is no real competition at the 
auctions. Competitors do not bid, as they know that they cannot secui’e 
shop-sites. Thus Government secure far less license fees than they would 
under a system of free competition. This is clearly proved from the fact 
that in the rare cases when there is real competition for a license, the bid- 
ding ^at the annual auctions goes up enormously and sometimes two or 
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three times the price of the' average run of shops is socurotl. The present 
system favours capitalists. It is well known that some capitalists hold 20 to 
25 shops though not in their name. This also favours rings. In some 
Tocalities licensees combine to keeji up price of hcpior. This monopoly sy.stom 
should be effectually stopped and Government, i.e., the public secure their 
legitimate share oi the l.quoi- revenue. Iiy Gmornment acc|uiring either by 
agreement or if necessary by the Land Acquisition Act, either permanently 
or on lease '‘for a term of years, shop buildings equal in number to tho 
present number of .shops, both for country liquor, toddy, foreign “on”, and 
refreshment rooms. "The right of .selling liquor or toddy in those .shops 
should be put up to auction annually. Government and the public will bo 
astonished at tho enbrmous increase of revenue that will thus bo secured. 
It can be guaranteed that twite or thrice tho existing license fees, now 
about thiry-oight lakhs per annum for Bombay city, will be secured, Tho 
same sy.stem should bo applied all over tho Presidency. Tho increased 
revenue thus obtainable will solve the jiroblcm for compulsory primary 
education for tlio Presidency and cfliciont secondary education. There will 
of course, bo great opposition by tho present monopolists, attempts to 
create prejudice, and so on. But the iirinciplo of State management ot 
the liquor traflic has boon adojited, it is believed, in some countries of 
Europe. Wo have it partly in India in tho State supply of country liquor 
to shops. Erom this to tho State .supply of premlso.s is a short slop. Bet- 
.tor control over tlic retail trader and over location of .shops would bo tho 
result. Nor would the iirico to consumers be increased. Liccn.seos would 
restrict their bids so ns to be able in their .selling prices to compete with 
possible illicit liquor supplied. 

“28. T have no doubt that, novel ns the above suggestion may seem, 
public opinion will soon cease to bo content with the bulk of the profits 
going as now to the liquor .sellers, and will insist on securing them for 
public purposes. Tho above system is tho way to secure them.” 

23. It will bo .Stan that conditions similar to tlioso of Bombay City pre- 
vail in Calcutta, vide ])age 33, Vol. 1 of_ the Excise Oommittce’s Boport. 
frhere the remarks of tho Excise Commi.ssionor, Bengal, to tho same offeeb 
are set forth. 

24. It is almost impossible or very hard in Bombay city for a new suc- 
cessful bidder for a license to get a site for his proposed shop, Tho old 
licensee refuses to give over tho shop-site, and at once moves heaven and 
earth stirring up opposition to the propo'-ed now site, approaching the 
members of tlio Advisory Committee, fomenting objection petitions by resi- 
dents near the proposed site, manj- of whom would otherwise bo indifi'orent. 
The result is that new bidders do not come forward. Government and tho 
public are defrauded of tho proper license fee which should bo realized in 
auction if there wore free competition, and the liquor business tends more 
and more to become the exclusive iiroperty and the vested interest of a limited 
number of rich capitalists. 

25. It will bo observed that tho policy suggested of providing Govern- 
ment premises does not prevent Government from going in for as much 
prohibition or restriction as they desire. It merely moans that what shops 
are allowed shall as a rule bo Govornmont jiremises leased to the successful 
bidder. 


26. Court-fees, The increase of court-fees is an obvious moans of secur- 
ing more taxation. For example, it is said that tho court-fees of tho Bom- 
bay High Courts are far less than thoso of mofussil courts. Bombav litigants, 
a much uealthier class as a I'ulc than mofu.ssil ones, could easily afford 
to pay fees equal to mofussil foes if not higher, and largo extra revenues 
could possibly be realized by raising tho High Court fees. It is argued that 
to keep fees low will not save litigants much if any expenditure, as the 
lawyers probably secure from their .clients in some form or other the balance, 
nucl to iiicie^iSG Iligli Court fees M’ill mcroly trnusfer to public revenues 
money wlv.ch now enriches lawyers., 1 have not investigated tho fees of the 
High Court, Sind Judic al Commissioners’ Court, Bombav Small Causes 
Court, and the im^ssil courts. It is suggested that Government may got 

f Department. It is understood that the 

Bombay High Court can fix their own fees. 
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Written memorandnm of Mr. Brander as superintendent 
of Stamps, Bomljay. 

Q. 88. — ^Tho rates of stamp duty prescribed ijy tlie Indian Stamp Act II 
of 1899 u-ere enhanced by Bombay Staini> Amendment Act of 1922, with a 
view to secure additional revenue for the Province of Bombay. Non-judicial 
stamps, although transferred to the provinces its a source of revenue, are 
subject to logislat'.oii by the Indian liogi-slaturc", under item 20 in Part II 
of Schedule I of the Devolution Rules. With a view to scctiro uniformity 
of duty, the following ai-ticles of the Schedule to the Indian Stamp Act wore 
reserved for all Indian legislation; — 

Article 1 Acknowledgment. 

-,, 13 Bill of exchange. 

,, 19 Share certificate. 

,, 21 Cheque. 

„ 28 Delivery order in respect of goods. 

,, 3G Letter of allotment of shares. 

,, 37 Letter of credit. 

,, 47 Policy of insurances. 

,, 49 Promissory Note. 

„ 52 Proxy. 

,, 53 Receipt. 

,, 60 Shipping order. 

2. By Government of India Act, No. 43 of 1923, the rate of stamp duty 
on the following instruments, whieb was Anna 1 under the Act of 1899 
was enhanced to Annas 2: — • 

Article '19 Share certificate. 

,, 36 Letter of allotment of shares. 

,, 37 Letter of credit. 

,, 52 Proxy. 

By the same Act (No. 43 of 1923) insurance covering goods, merchandise, 
personal effects, crop, and other property’ against loss or damage was made 
chargeable with the same rate of d\ity ns was leviable on policies of fire 
insurance, viz., Annas 8, whcTi the amount of the insurance money did not 
exceed Rs. 5,000; in any other case Re. 1. To the reinsurance of the above 
class of insurance, by insurance companies, the rate of duty (one, quarter 
of the duty payable in respect of the original insurance but not less thaii one 
anna, or more than one rujreo; which wa.s applicable to the reinsurance by 
insurance companies of sea or fire insurance risks, was extended. 

3. The duty on demand promissory notes (Art. 49) which was Anna 1’ 
has been enhanced to Annas 2 when tlie amount or value exceeds Rs. 250, 
but does not exceed Rs, 1,000. In any other case, it has heen fixed at 
four annas. 

4. The remaining reserved items (acknowledgments of debt bill of 
exchange, cheque, delivery order in respect of goods, receipts and 
shipping order) were left untouched, and therefore the duty prescril)ed 
for- them by the Act of 1899 holds good. 

Free Distribution or Property. 

5. An instrumgnt of gift (Art. '33) is under the Bombay Stamp Amend- 
ment Act of 1922, liable to 1^ per cent scale of duty, the rate having been 
enhanced from 1 per cent. 

6. Duty on settlement (Art. 58) has also been enhanced to Annas 12 per 
cent' from Annas 8 per cent. 
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7. The above rates of duty ou similar instruments in other provinces 
are almost the same as in Bombay. Although it is desirable in every 
comniunity to encourage provision for one's family and dependants or for 
charity, it is noticed that wealthy persons resort to instruments of Settlement 
to avoid pajunent of comparatively heavier probate duty after their death. 
Under the Indian _ Court-fees Act of 1870, Art. II, Schedule I, probate 
duty at rates ranging from 2 per cent to 3 per cent (up to Es. 10,000, 
Rs. 2 per cent; above Es. 10,000 up to Rs. 50,000, Rs. 2J- per cent; above 
Es. 50,000, Es. 3 per cent) is recoverable. If, therefore, the 'settlement' 
duty is enhanced from Annas 12 per cent to Re. 1 per cent, the same as on 
gifts, the increase will not be felt by the public. 


Transfer ■ or Lease of Property. 

8. By the Bombay Stamp Amendment Act of 1922, the rates of stamp 
duty on almost all documents in this gi'oui) have been enhanced by 50 per 
cent, except that in the case of Articles 6, 61 and 64 (Agreements relating 
to deposit of title deeds, pawn or pledge, surrenders of lease and declarations 
of trust) the duty has remained unchanged. The duty Anna 1, on Certifi- 
cates of Shares (Art. 19) ; Composition Deeds (Art. 22 — ^Rs. 10) ; Releases 
(Art. 55 — ^Rs. 5) has been doubled. The duty on reconvej’ances of mortgaged 
property (Art. 54) for sums below Rs. 1,000 has been reduced to that payable 
on a Bond (Annas 12 per cent) retaining the maximum at Rs. 10. 

9. Agreements relating to the deposit of title deeds and pawn or pledge 
of movable propertj' (Art. 6) are liable to the same stamp duty as Bills of 
Exchange; Bills of Exchange are instruments of the class -reserved for all 
Indian legislation, and the duty pa 5 'able thereon under Act II of 1899 has not 
been enhanced. The Bombay Stamp Amendment Act of 1922 has not touched 
the duty on "Agreements relating to the deposit of title deeds to secure 
loans, and para or pledge of movable property”. In other provinces 
(Bengal, Madras,' the Punjab and Assam) the duty charged on these instru- 
ments ha.s been fixed at about 50 per cent over tlm Bill of E.xclmnge rate. 
Agreements of the class described in Art. 6 belong to the class of ‘mercantile 
documents’ and it is desirable not to increase their.duties to such an extent 
as would make the same a burden on the commercial community. It must also 
be remembered that equitable mortgages are created merely by deposit of 
title deeds and no instrument is necessary. The duty, therefore, ought not 
to be increased to such an extent as to drive the public to resort to expedients 
of dispensing with m-itings of this kind. On the whole, it seems that the 
duties on these instruments (^Srt. 6) may be increased by 50 per cent only, 
which the commercial public would not much mind. At present the duty 
is Es. 9 for every Es. 10,000 and if it is increased by 50 per cent to Es. 134 
for ovei-y Es. 10,000, the increase would be very lightly felt. As compared 
with duty on legal mortgages, which is Es. 75 for Es. 10,000 when possession 
is not given and Rs. 150 when possession of the mortgaged property is given, 
the duty of Es. 134 on AgreoTnents regarding deposit of title deeds would 
be very light. 


Inheritance. 

10. Instruments relating to this kind of transactions are Administration 
Bond (Art. 2) and Adoption Deed (Art. 3). The rate of duty on both these 
instruments has been doubled. The old rates were Es. 5 and Rs. 10, 
respectively. 


Leqae Transactions. 

11. By the Bombay Stamp Amendment Act of 1922, the rates of duty 
leviable on instruments falling under this head have been enhanced in all 
cases. A cent per cent increase in the rate has been made in the case of the 
following instruments: — 

Article 4 Affidavit. 

,, 5 Agreement. 

7 Appointment of trustees or of property in execution of 
power. . 


VI- 31 
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Article 24 CoiJj’ or extract given by the pnblic officer. 

„ 25 Counterpart or duplicate. 

„ 26 Customs bond. 

,, *28 Delivery order in respect of goods. 

„ 29 Divorce. 

,, 42 Notarial Acts. 

,, 44 Notes of protest by masters of ships. 

,, 48 PoTver of attorney. 

,, 60 Protest of bill or note. 

,, 51 Protest by master of a ship. 

,, *52 Proxy. 

12. In the case of ATvai’ds (Art. 12) the duty has been enhanced from 
the maximum of Bs. 5 to Ks. 20. 

13. Further increase of the rates of duty on the above instrument will 

not, it is thought, be reasonable. . . 


CoMMEROIAIi TbANSAOTIONS'. 

14. The instruments under this head are in almost all cases charged with 
a fixed duty which has been enhanced under the Bombay Act of 1922. The only 
instruments which are liable to ad valorem duty are Bills of Exchange, 
article 13; Bonds, article 15; Certificates of Sale by Court, article 18. Bills 
of Exchange belong to the reserved group. The duty on Bonds has been 
enhanced by 50 per cent and that on ‘Certificates of Sale’, which is the 
same as for ‘Conveyance’, has also been increased by 50 per cent. Articles 
of Association, article 10, were under the old Act (1899) chargeable with a 
maximum duty of Rs. 25, but by the Bombay Act the duty h'as been enhanced 
to a maximum of Rs. 100. Memorandum of Association, not accompanied 
by Articles of Association was liable to Bs. 40. This rate has been 
enhanced to Rs. 80. 


Extbt into a Profession or Apprenticeship. 

15. The duty on an Apprenticeship Deed which was under the old Act 
Rs. 5 has been enhanced to Rs. 10. Tlif entry as an Attorney of the High 
Court, which was formex-ly liable to a duty of Rs. 250, has now been made 
chargeable with a duty of Rs. 500. 

The present rates are sufficiently high. 

89. — The Court-fees should not be so limited as proposed by Bentham. 
It is legitimate to tax ability to pay as exhibited by resort to the law. 
In India people are very unwilling to pay taxes at all, especially direct taxes. 
So, in practice. Government are forced to raise revenue by taxing along the 
line of least resistance. The levy of substantial court-fees is an obvious^ 
practical means of effecting this. Such action also has the effect of dis- 
couraging the excessive tendency to litigation in India. People in India 
spend in their law suits the maximum they can afford. If Government 
do not secure a substantial share, I think it will only be devoured by the 
lawyers, and the litigants will save nothing by the tenderness of Government 
to them. It is better that Government have the money for the public 
welfare than lawyers. 

Q. 90. — Hobson’s criticisrn would equallj' apply to all forms of taxation 
and to stamp duties on all kinds of transactions. There is nothing in the 
criticism, I think. The transactions in question still go on in spite of the 
stamp duties. Taxation has to be raised somehow, and to levy it on these 
transactions has the force of long custom and convenience. It is only if 
the duties were raised so high as to discourage the transactions that 
exception could be taken to them. This state has not been reached in 
India, and is not likely to be. 


* By Government of India Act 43 of 1923. 
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Q- 91. — -Tlie , Chamber of_ Commerce as representing the interests of 
companies favoured the abolition of blank transfers of shares, on the ground 
that the'vendjr, until the transfer was effected and the vendee registered 
as the holder, was still held responsible as trustee for the vendee as regards 
the dividends. The Stodj Exchange Enquiry Committee, adopting this 
point of view, thought that the blank transfer should be abolished, or at 
any rate its life limited, and they thought that the dut 3 ' payable on blank 
transfers should be reduced at the same time from 3 per cent. This question 
has been fully gone into. The ownership of shares passes many times before 
transfer is effected. There is in Bombay no fortnightly settlement, which 
in the London Stock Exchange makes transfer compulsory each fortnight. 
It was held that it woiild be impossible to abolish blank transfers, or if they 
were abolished the Stock Exchange business would be greatlj^ hampered or 
come to a standstill. The Government of India have finally given up the 
idea of legislation to stop blank transfers, and hold that nothing is to be 
gained by further consideration of the proposal, but reform can only be 
.'.'troduced by reform in the Stock Exchange itself. 
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And for- every additional Es. 10,000 or part thereof 
• in excess of Es. 30,000 . . 
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Mr. Brander gave oral evidence as follows : — 

The President. Q. — ^You are the Collector of Bombay P 

A. — ^Yes, Sir. 

Q. — What are the taxing functions which you perform in that capa- 
city p 

A. — First of all, collection of cotton excise for the Government of 
India, that is, Rs. 1,87,00,000 per annum. Then there is sale of stamps, 
that is, management of the whole of stamps for the Presidency except Sind, 
including the supply of stamps, which comes to about Es. 80,00,000 under 
the Court-fees Act and about the same under the Indian Stamp Act. Then 
there is the Abkari revenue for the Citj' of Bombay which amounts to 
Es. 1,18,00,000. Then there are also .some minor things, such as the cotton 
cess, which amount to Rs. 3,00,000. 

Br. Paranjpyc. Q. — Is it three lakhs or thirty lakhs of rupees P 

A. — No. This is only the cess for the Indian Central Cotton Committee. 
Then there is the Bombay entertainment tax which I manage only for the 
City of Bombay, the revenue for which is Rs. 6,50,000. Then there is 
also the Steam Boiler department, the revenue of which is Rs. 1,56,000. 
There is also the land revenue of Bombay Citj' which consists of a fixed 
revenue amounting to Rs. .3,70,000 and Rs. 2,00,000 fluctuating; of course, 
that is comparatively an unimportant item. Then there is the tobacco 
department. The tax on country tobacco is for the benefit of the Bombay 
jMunicipality. It amounts to about Es. 4,00.000. Those are all round figures. 

The President. Q. — Then the taxes that you collect arc cotton excise, 
stamps, entertainment tax, land revenue for the City of Bombay, tobacco, 
abkari, etc. Do you perform any other function besides thisp 

■ A. — I have other departments which do not collect any tax, o.g., the 
Factory Department. Tliero is no tax collected in connection with that. 
There is a .siiccial tax. collection of sivvey fees for the Bombay survey which 
w.a,s made in tlie .icar IfiJ-l; tnat is v special item amounting to about 
Rs. 3,50,000 which wil' cxpu'c within about a year. That is a town 
survey under a special Act. The.so are all the actual items of taxation 
which I administer. 

Q. — You have nothing to do with the incomc-taxp 

■ A.— No. 

Sir Percy Thompson. Q. — ^You collect cotton excise duty? 

A.— Yes, I do. 

Q. — You know the case against itp 

^ A. — I know lit very well. 

Q. — Is that case very much exaggerated 1)3* the Boniba 3 ' Millowners’ 
Association? Is it reall 3 such a heu'.w tax? 

A. — I do not think myself that it is really a very’ heavy tax. It is 
only 3^ per cent. 

Q. — ^Is it a very bad tax? I ask you this because I see even Hon’ble 
Members in the Leg slative Assembly seem to have condemned it. I do 
not quite know the reason wh 3 ^ I can understand the grievance that the 
taxation system of India is being dictated by Lancashire. But on the merits 
,this 3J per cent excise duty involves a measure of protection. Wliat is the 
fundamental ground for the very strong objection that aiipears. to exist 
against, this 3i per cent excise duty, which, according to the Bombay Alill- 
owners’ Association, would not bo removed even if the import duty were 30 
lier centP 

A. — ^This seems an exaggerated view. Of • course, they wish to get 
rid of this tax which is a charge on production, and natur.ally they advance 
all the arguments" against it, political, historical and other, that they 
can bring forward. 

Q. — ^Do you think it is an engineered agit.ation or is the tax really 
felt all over India? 
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A, — ^You mean felt by the producer or the consumer: 

Q. — ^Noj I mean by the consumer. 

A. — No. I do not think it is felt by the consumer. This 3-J per cent 
duty is a vei-y loir charge. 

Vr. Uyder. Q. — ^^Vill you please tell us whether the English goods 
compete with the goods manufactured by the mills under your adminis- 
tration P 

A. — ,do not think they do to any extent, because they are mainly 
of higher counts which are not produced in India. 

Q. — Are there any foreign good.i which compete with the goods manu- 
factured in the Indian mills? ' 

A. — Yes, Japanese goods compete. 

Q. — They are more or less of the same quality as the Indian-made 
goods ? 

A.— Yes. 

Q. — ^You say Japanese competition has been felt bs' the Indian mills. 

A.— Yes. 

Q. — ^Do you think that the competition will be less if the 3^ per cent 
excise duty is taken off? 

A. — To a certain extent there will be a slight relief to the Indian in- 
dusti-y, but I do not think it will affect the real weight of the competition. 

Q. — So far Lancashire does not come in the matter at all, it is purely 
a matter against countiics which are outside the British Empire. If tins 
cotton excise duty is taken off, then it will hamper foreign countries and 
perhaps benefit the Indian mill industry. Is that your opinion P 

A. — ^It would certainly improve the position of the Indian mill industry 
as compared with that of Japan. Japan is the only country which occurs 
to me. 

Sir Percy Thompson. Q. — If you leave this 34 per cent duty and raise 
the import duty to 144 per cent, would it have the same effect? I mean 
if it is necessary to assist the Indian manufacturer, would you have the 
same result if you had a 144 per cent import duty? 

A. — I have not considered this iioint. I was not aware that I was 
going to be questioned on cotton excise duties. Prima facie one would 
think the effect would probably be the same. 

Dr. ilyder. Q. — ^Then, according to Sir Percy Thompson’s idea, if you 
have a uniform 144 per cent import dutj’, it would mean that the price of 
goods which are- not ordinaj-ilj' produced 1)5'^ Indian mills would also go up. 

A. — ^Yes, it would. 

Q.-^That is to say, there would be a loss inflicted on the consumer and 
no corresponding benefit to the producer against that loss. You would be 
raising the price of all cloth ; as a matter of fact, you want to raise that 
of one particular kind of cloth manufactured by the mills in India; is not 
that the object? 

A. — ^I presume that would be the object. 

Q. — According to Sir Percy Thompson’s theory, you would have the 
incidental disadvantage — if the dut. vere raised to the uniform level of 
14-4 per cent — that it would raise the price of all cotton cloth. e 

Sir Percy Thompson. Q. — ^My point would be met if you put 144 per 
cent on the non-Empire produced cloth. 

A, — Of course, it occurs to me you could discriminate. Impose only 
this extra 34 per cent or .so on the cloth which is actually competing. 

' Dr. Paranjpye. Q.— Then if the higher counts were also taxed higher 
there would be the tendency for the substitution of lower counts for the 
higher counts; is it not so? 

A. — There might bo a slight tendency, but I do not think it would be 
very important. 
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Dr. Syder. Q. — It is said that this is a tax on production; can you 
explain what precisely is meant hy that? 

A. — If you take the ordinary process of manufacture up to the actual 
sale, that is, to the ivholesale dealer, this is so much added to the selling 
price. Therefore, it is an addition to the cost of production. 

Q. — ^All taxes, if tliey did not fall on tho surplus, must add to the cost 
of production. You have here a tax of 3J- per cent and one moanilng you 
can attach to the phrase ‘tax on production’ is that if the output increases , 
the weight of the tax also increases. Do you think Avith a uniform rate of 
3-J per cent duty, this can occur? 

The President. Q. — ^The phrase is Sir Malcolm Hailey’s, is it not? 

A. — I do not knoAV that. 

Dr. Farad jpye. Q. — Hoaa- do you collect the duty? 

A. — ^The returns come in every month from the mills shoAving Avhat 
amount of cloth is issued from the mills and Ave calculate on that. 

Q. — After it has been sold? Do you have any bonded Avarohousos and 
collect the tax only after sales? 

A. — No, only on tho actual issue from tho premises of tho mills. Thoro 
arc no such Avarohouses. 

Q . — As soon as it Is sold do you charge for it, or Avhen it is i)ioduced?, 

A. — ^^Vhen it is actually issued from tho mills, avo do not care Avhother 
it is sold or not. Wo charge only AA'hen it is actually issued from tho 
mills. 

Q. — They can very avoH postiiono the payment by not issuing tho cloth 
lor a very long tunc. 

A. — 'That is not possible, in practice, they have only a limited amount 
of godoAvn space, so they cannot .stock a very large amount of goods. They 
regulate their production according to the demand. 

Q. — ^Do you thiuli thfs charge on the excise duty Avould bo to a cer- 
tain extent alleviated if tho mills Avore allowed to have bonded houses out- 
side and charged only on the amount of goods actually sold? 

A. — ^^Vell, they had provision for tho bonded Avarehouse system ever since 
the Act was framed, but they never used it. There is no case known to mo 
of a bonded Avarehouse having been created. 

Dr. Ryder. Q. — Does this tax of 3J per cent interforo with the in- 
crease in the outxjut? 

A. — I do not think so. 

Q. — So the phrase is inaccurate so far as that matter goes in that it 
does not interfeie with the capacity to produce. 

A. — No, I do not think it really does because the charge is very light. 

Q. — Suppose it r- abolished, Avhat economic consequences aa’ouM folloAV? 
Who Avould gain? 

A. — I should think the iiroducers and the consumers are bound to share 
in the gain, but 1 cannot say in Avhat proportion. 

Sir Percy Thompson. Q. — ^This is the vioAv of Mr. J. A. Wadia Avith 
regard to this duty, lie say.-,: “If you remove this duty Avhich is a sore 
point Avith the Avhole of India, more out of sentiment than ans’thing else, 
you AA'ill be remitting a tax AA'hich the poor consuiuors of Indian-made cloth 
fire iiaj'ing. I think Indian sentiment ought to be respected; but if the 
Indian milloivnez's think that this duty, jiartly or wholly, will remain in 
their pockets, they are very mzich mistaken. 1 Avas told by an Indian sales- 
man, Avho sells goods every year made by over 9,000 looms, that the Indian 
buyer is already asking for a concession, as ho looks upon fhe excise duty 
as good as removed”. That means the effect of abolishing cotton excise 
duty would be to reduce the price of Indian-made cloth hy 3J per cent, and 
if it reduces the price by per cent, hoAv can the Indian manufacturer 
be better off except that it may mean that he sells more cloth, because the 
effect of tho 3A- per cent reduction may cut out certain lines of Japanese 
goods. 
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A. — ^Yes, I am inclined io think the greater part of the benefit would 
go to the coubunier. 

V The Vresident. Q. — ^ilay i give another ciuolation from the Bombay 
Slillowners’ Association memorandum? “In the j’ears of 1910-11 and 1910 
the mills in Bomhaj', according to the annual statement pi-epared bj' HIi’. 
J. A. Wadia, made a net loss of 111 lakhs of rupees, but, in spite oi this, 
irad to pay almost 125 lakhs of rupees as excise duty. In othor words, the 
payment of excise duty converted what vould have been a net profit of 14 
lakhs of rupees into a loss of 111 laklis.” Obviously he assumes that the 
millowners would take the whole of the remission. 

A. — think he is rather trying to prove a case of his own. He is not 
quite a disinterested person as you see. 

Sir Percy Thompson. Q. — One passage clearly states that the tax is 
borne by the consumer and the other states that it is borne by the producer. 

A. — Yes, I see the point. 

Dr. Paranjpye. Q. — ^It amounts to thit^. When the mills are working 
at a loss they will pocket Ihe duties, and when they gam, the consumer will 
pocket the duties. 

A. — am not in’oimred to give an opinion on that point. 

iDr. Jlyder. Q. — It was stated before the Indian Fiscal Commission 
that the prices of Indian mill-made cloth are governed by prices in Eng- 
land. Is that statement correct. 

A. — 1 should say you will have to go much deeper to facts such as the 
'world prices of cotton. They are generally regarded as governing the price 
of cloth, and of course the jirices in England are based upon the world’s 
lirice of cotton both in America and India. 

Q. — ^His point was this, that although English goods do not couixiete 
with Indian goods, still the prevailing price here is more- or less under the 
influence of the prices of English cotton. 

A. — ^I should say it is only a fluctuating sympathy. One is not a direct 
cause of the other. 

Dr. Paranjpye. Q. — That is likely to happen at any rate because if 
the Indian mill-made cloth is dearei', people would buy cheaper English 
cloth. So there is the tendency to substitute one for the other. 

A. — am not aware of that. 

Q. — ^It is quite possible to substitute one for the other according to the 
chaiige of prices. 

A. — I do not think the millowners have much fear of English competi- 
tion. Now it is Japanese competition they are afraid of. 

Q. — Since when has this taken place? After the War? 

A. — 1 think it has been gradually increasing in the last ten years. 

Q. — ^Had you any occasion to investigate the accounts of mill s? Can 
you tell us if the contention is true that over and above this 3^^ per cent 
duty the mills pay large sums in the shape of customs duty on the machinery, 
etc., because they have to consume a large number of imported articles? 

A. — I have nothing to do with it. Of course, they do pay something 
on imported stores. 

Q. — ^Although 3j per cent is the direct excise duty, I would like to know 
what amount is further paid in customs duty. 

A. — ^They only pay as any other industry is paying on imported machi- 
nery, etc. 

Q. — ^The foreign manufacturers have not to pay this duty, so they are 
better off? 

. Q. — Of course, they have to pay charges such as freight, insurance, etc. 

Sir Percy Thompson. — ^This always happens with protective duties. 

The President. Q. — ^At one time the mills had their stores duty-free. 

A. — ^Did they not pay the usual revenue duty of 5 per cent? I thought 
they had a remission on tallow. 
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Q. — Tliere was a long catalogtic of mill stores which were free of duty. 

A. — ^I’hore used to he a rehalo on tallow used in the mills. ' 

Q. — ^Let us pass on to excise on liquors and drugs. You wore a wit- 
ness before the Excifeo Conimittoo of Bombay? 

A. — ^Ycs. 

Q. — You gave a strong opinion against rationing. You said that ‘’pro- 
hibition would bo regarded by the masses as having no moral basis, but 
being simply an attempt l)y the educated classes who do not drink to inter- 
fere with the customs and ijleasures of the nmsses.” Are 3’ou still of the 
same opinion? 

A. — I am. 

Dr. Uyder. Q. — Have 3'ou .served in a district? 

A.— Yes. 

Q. — Are 3’ou familiar with the habits of the rural poptilation of the 
Boniba3' PresMcnc3’? 

A. — Yes, in the districts wljcre I have served. 

The President. Q. — Do you think that “illicit trade would die a natural 
death and the ])ublic would give a whole-h'oarted and natural support to 
prohibition which would make secret distillation impossible”? 

A. — ^Therc is no sign of it. 

Q. — Do 3’ou agree that illicit distillation in the town of Bombay is an 
impossibility? 

A. — I do not tliink it is an impossibility. They detected eight stills in 
the town of Glasgow some time ago. 

J)r. Paranjpijc, Q. — Have any cases been detected in Bombay? 

A. — Not in the town of Bomba3’ itself. Up-country it is still going 
on. 

The President. Q. — You also said that you entirely oppose local option 
at present, as the local people concerned are not yet alive to general con-- 
siderations of the policy which Governmoni have to t.ake into consideration. 

A. — Yes, I am still of that opinion. The Bombay Government have de- 
cided against local option. 

(J. — ^You said that “rationing is partial prohibition” and 3'ou attributed 
to it all the evils stated to result from prohibition and considered it to be 
unnecossar3’, “inasmuch as the present system of raising the stillhead dut3’ 
as high as possible is in effect a kind of rationing whicli works automatically 
and gives no trouble to anvone”. 

A. — That is my opinion and I still adhere to it. 

Dr. Paranjpyc. Q. — Do you think that rationing has led to more illicit 
distillation ? 

A. — ^In the districts it undoubtedly lias : it is stated in the publislied 
report. 

Q. — You will find it stated in the published report that i,u districts in 
which the ration lias not even been reached the number of cases has not 
increased. 

A. — It may be so in some districts. 

Q. — So that there is"^ no correlation between rationing and illicit dis- 
tillation cases. 

A. — I think you will find that in certain districts there is a correlation 
between the two. J would sugge-st a reieronce to the report of the Excise 
Commissioner. 

The President. Q. — Personally, I find it voiy difficult to see where the 
advantage of rationing comes in as compared with the steady increase of 
prices. As prices go up, consumption goes down : in one case Government 
puts it up, in the other, it is left to the shopkeeper to sell at a higher 
price to a few favoured customers. 
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A.— You could get the same results hi cuttiug down illiteit consumption 
by putting up prices without any rationing. Of coiu-se, in Bombay City 
itself we are still not selling the whole amount of the ration which is made 
availabloj because trade is bad and foreign liquor is available without 
rationing. , 

Q. — ^What is your rate of duty now? 

A. — ^It is something over Es. 7.* 

Q. — It is not nearly as high as it is in some other provinces. 

A. — I am not aware of the rate in other provinces. 

- Q. — The rates of duty in Bombay vary very largely throughout the 
Presidency? 

A. — ^Yes. 

Q. — Coilld you give us 'any idea as to how this rationing works? It is 
stated here ihi the Report of the Excise Committee that “itt must have 
worked satisfactorily in 1922-23 as Government continued it the next year 
with a further proportionate reduction in the quantities issued to shops.” 
Is that correct? 

A.— yl do not think that is the i-eason. Government embai'ked upon 
the policy and they continued it for several years. 

Q. — In Bombay City itself you have not yet come to the point when the 
ration has been exhausted. 

A. — ^Not yet. 


*le The rates of still-head duty in force in Bombay city are as follows : — 


40 U.P. 
60 U.P. 


ES. A. r. 

7 12 0 per gallon. 
5 0 0,, „ 


Per proof gallon : — 
On basis of 


40 U.P. rate 
60 U.P. 


ES. A. r. 

12 14 8 
12 8 0 


2. Tariff' duty on foreign spirits is Es. 21-14-0 per proof gallon. 
Wliiskies and Brandies are imported usually of the 25 U.P. strength and 
duty on this per gallon would bo Es. 16-6-6. 

Tariff duty on 40 and 60 U.P. would be as follows: — 


ns. A. p. 

40 U.P. 13 2 0 per gallon, 

60 U.P. ... 8 12 q „ 

In addition vend foe at the following rales is levied on foreign liquor 
consumed in this Pre.sidency. 


W/icJi the }iq\ior is in hoiUc: — 
as. A. p. 

18 0 per dozen' quart l)ottlo.s of spirit other than rectified spirit. 
10 0 per p'oof gallmi (6 quait liottles) of rectified spirit. 

0 12 0 per dozen quart bottles of wind. 

0 6 0,, ,, ., ), ), beer. 

JlHien the liquor is in xcood: — 


ES. A. p. 

10 0 per proof gallon of .spirit, 

0 6 0 ,, bulk „ „ wine 

0 3 0,, ,, ,, ,, beer. 


3. The following rates were fixed for ujjset iirices of countiy liquor shops 
at the last auctions, hfarch 1925; — 

E3. A, p. 

1. Shop selling up to 10 gallons a day 2 6 0 per gallon, 

2. Shop selling from 10 to 15 gallons a 

day 2 8 0 ,, . ,, 

3. Shop selling abo've 15 gallons a day 2 10 0 ,, ,, 
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Q,_:Can yon transfer allowances from one shop to another? 

A ipo a minor extent we have done that, because there has always been 

a reserve out of which the deficiency of ono shop can he supplied. There 
is always the safety-valve of foreign liquor and also of toddy : there is no 
rationing of toddy. 

Q —Bombay City maintains the highest consumption in India. 

A. — ^Yes, it has a very large industrial area. 

Q. — ^Has any attempt been made to push tlie limit of duty to Es. 10 or 
Rs. 12 as elsewhere? .. . 

A. — There has not been any increase to speak of during the last few 
years. 

Q. — I think you made some remarks about the difficulty of getting sites 
in Bombay: you say that Government are losing an enormous amount of 
rovemie owing to particular people having control of all the shops. 

A. — Yes, there is a great deal of monopoly. 

Dr. Hyder. Q. — ^IVould you favour this proposal of Government build- 
ing sites for liquor shops? 

A. — think an experiment should bo made of providing premises. 

Q. — Don’t you think that Government would tie themselves to the 
policy ? 

A. — Government have always to take i-isks of this kind: they would 
have to explain that the policy is experimental. In a way, it gives Govern- 
ment some control, Government caji shut domi shops as Government like. 
I. think a similar situation existed in Calcutta where there was a monopoly. 

The President. Q. — It is a very old proposal. 

A. — It seems to he. 

Q. — In BuiTiia tliere was a proposal to build Government shops with 
quarters for the Suh-InspecLor in the uppoj- storey; in Madras I reinoinber 
a local municipality wishing to build .shops and lease them in order to got 
the largo income which wont to the c.ni)italists. 

I think you say that if Government did take stops to got control over 
.shop sites, you coiild guarantee twice or thrice the existing license fee. 

A. — I think so, judging from the competition we have. 

Sir Percy Thompson. Q. — How do you explain this: in other pro^dnees 
whore the same system obtains, the sum paid at auction for the right to 
vend lilquor is such 'that you could prove that the man must be making a 
loss? 

V A.— There are various dodges in the trade to get over any such loss. 
They give short-measure, etc. 

Q. — If that is the case, it does not look as if very much higher prices 
could he got at auction. 

A. — I thitnk they can. 

The President. Q.— One witness before the Bombay Excise Committee 
said that “hnsar or .•sfioi-t Jiioa^ttre yields to sonic .shopkeepers more income 
than the pay of the Collector of the district”. 

A. — ^It is quite possible. 

experience of the closing down of .shops in Bomhav 
Chty.'^ The nuiiil)er has hcen rcfluced, 

A. — There has been no .special reduction in the last few years. 

Q. — Elsewhere it has been found that when you close down shops and 
limit their numbers, there is such an enormous crowd that the few remain- 
ing shops become an intolerable nuisance. 

A. — I saw that in the Madras report: it is not the case in Bombay. 

Q.— I see that you told the Committee that reduction of shops does not 
decrease consumption, but it causes, especially in the mofu.ssil, illicit prac- 
Inces and disorder. * 

A. — ^Yes, 
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Q. — ^Would you tell us how you levy the cotton cess? • 

A. — It is four annas a bale on cotton consumed in the mill. It was 
a tax 'brought in a year or two ago.' 

Q. — The reason why I am asking j'ou is this : when we were discussing 
the question of levying a tax on tobacco, we were told that we could adopt 
the same method as for the cotton cess. Would you let us know as’ to how j’ou 
- got hold of the cotton? 

A. — A return is made by each mill of the .amount of cotton consumed 
by them. 

Q. — Is no cess levied on exports? 

. A. — I do not think so.* 

T)r. Under. Q. — The cess is levied for the benefit of the body 
known as the Cotton Committee? 

A.= — Yes, the Indian Central Cotton Committee. 

The President. Q. — Are not the Committee trying to work up better 
cotton in the interests of the trade as well as of the manufacturers? I 
thought they were getting it at the ginning centres. 

A. — I think it is not so: we get the return from each mill. 

Sir Percy Thompson. Q.— With regard to the loss of duty on transfers, 
hero you can have innumerable sales of shares and only one transfer dutj'. 
In England they have fortnightly settlements and you get duty at the end 
of tlio fortnight for all tlie transactions j’ou have in the fortnight. In India 
you have no such fortnightly settlements: you say that “the Government 
of India have finally gih'on up the idea of legislation to stop blank tr.ansfers, 
and hold that nothing is to be gained by further consideration of the ijro- 
posal, but reform can only be fntroduced by reform in the Stock Exchange 
itself.” When the question was being considered, do you know whether this 
possible remedy was put forward: viz., to prov'dc a penalty if a transfer 
is not registered 'within three months after its first execution? 

A. — That was one of the recommendati'ons of Sir Wilfrid Atlay’s Com- 
mittee. 

Q. — ^^Vhy is that impracticable and what is the objection to it? 

A. — I do not really know anj-thing about the Stock Exchange, but it is 
j\ist the habi't of the local Stock Exchange : they like to carry on without 
coming to any final transfer until a dividend is due to be paid. 

Q. — ^They Ifke to do it, because they save the stamp duty: would it 
interfere with their business if you had a provisibii of this sort? 

A. — ^It would interfere to a slight extent. 

Q. — ^It would simply mean that when you get within a mensurable 
distance of the time limit the broker concerned would see that there was 
a tr.ansfer: it* would not interfere with any subsequent transactions. 

A. — ^I suppose it could be done. 

Q. — ^At any rate, as I understand it, these open transactions go on for 
years and very often the dividends, if anj’, are paid to the original vendor 
and it has been held by the courts th.at the original vendor stands in the 
position of a trustee to the purchaser for the time being. 

A. — ^That was the real re.ason why the Chamber of Commerce wanted 
blank transfers- done away with. 

Q. — ^^’’ou say that this suggestion that you should have a time limit to 
the oper.ation of a blank tran.sfer was definitely considered and abandoned. 

' A. — ^Yes, it is mentioned on page 12 of the Atlay report. 

The President. Q. — Do you know if any action has been taken on the 
rccommend.ations of Sir Wilfrid Atlay’s Commi\ttee? 

A. — ^Thc Governnient of Bombay brought out a resolution on the subject. 
Jfr. Dal.al will tell you all about it. 


*I see now from the Act that the tax is also levied on all cotton ex- 
ported to any port outside British India. have nothing to do with thiH 
collection on exports, so was not aware of it, 

yi— 3t 
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Mr. Dalai . A,— Wo Iravc not jct taken any action on llic question of 

raising the duties on transfoi's, but wo have taken action on the question 
of blank ti-ausfors. Wo moved tlio Govorninent of India to legislate about 
blank transfers : they said that it was impossible to do anything by way 
of legislation, but the rules of the Stock Exchange would ‘have to bo 
altered. They wore very vague in their reply; they simply said that there 
wore numerous legal difficulties in the way. 

Sir Percy llioinpsoii, Q. — There is a time limit in cvoiy country for 
numerous transactions which need registration. 1 do not kuoAV why there 
should not be a time limit in this country for blank transfers. 

Mr. Dalai. A. — There is Avhat is called the hitdla business going on, 
according to which transactions are carried forward from one month to 
another; if that businefe rvore stopped, there would bo no living for half 
tlio l)rolcors in 13om baj’. 

The Prcsklcni. Q. — Will you please let us sec the papers on tho subject? 

A. — Certainly. 

Q. — I shall read to you Avliat the report of Sir Wilfrid Atlay’s Com- 
mittee says on tho subject. 

“A more serious question, liowever, arjlses in tho evasion of transfer 
duty. By article 62 (a) of iScliedulo 1 of tho Tnd.an Stamp Act, IT of 1899, 
the stamp diity payable on the transfer of shares for value is half that 
IJayablo on a conveyance, as provided by article 23 of tho Act as amended by 
Bombay Act 11 of 1922, and may be taken ns 12 annas per cent. A blank 
transfer in London is bad delivery, but in Bombay a transfer Avhich is 
not blank is bad. Tho Bombay Chamber of Commerce are in favour of tho 
abolition of the blank transfer or tho limitation of its life. Jfany witnc.sse.s, 
including one of oxj)eriencc and standing, f?ir Din.shaw Wacha, are in 
favour of its total abolition. We are informed that these transfers some- 
times pass from hand to band for months or oven yeai's and that .share.s, 
with blank transfers, are hawked for sale round the Imzaar: while wc had 
imt in in evidence a transfer in which tho only details available vrevo the 
signature of tho transferor and tho name and re.sidonce of the Avitness. It 
is also suggested that, if tho total abolition of tho blank transfer is too 
drastic, its life might be limited to tAA-o months. It is, lioAvevor, generally 
agreed that if the blank transfer fs abolished, the duty payable on transfers 
niAist be reduced, for it is contended that otliorAviso there AA’ould bo no for- 
AA'ard dealing, and avo think there is no doubt that forAvard dealing Avould 
be much restricted. Tho inlorest payable on loans, commission to tho broker 
and the diity imyable on transfer AA-ouId. it is argued, render necessary so 
large a rise in tlio price of the security purchased before a profit could bo 
secured as to deter tho .speculative investor from entering into transactions 
invoh'ing considerable risk. It is oliAnous. therefore, that a more rigorous 
enforcement of tho present transfer duty might curtail legitimate busine.ss. 
The question is, after all, a matter of policy for tho GoA'ornmont of India to 
determine, though the present attitude of tho Association is that they, as 
an association, AA'ill not object. Tt is .suggested that, if tho' transfer duty 
AA'ero reduced from three-fourths to one-half per cent, and concessions Ai’ere 
made in certain cases, such as aa-Iiot’o a purchaser takes into his oavu name 
shares he had previously pledged or carried on Intdla, tho roA'enuo of tho 
GoA'ernment of India Ai-ould be increased, and at the .same time an unde- 
sirable practice Ai-ould be sujiprossod. A necessary incident of the effecliA’o 
abolition of the blank transfer is, aa’o consider, the provision of facilities 
in or near the Exchange for the embo.ssing of stamps on transfer deeds, and 
the abolition of the adhesive stamp. Tins Avork is done in London AA'ith 
great facility and despatch.” 

Actually, the duty Avas raised j*n 189.9, because the system of blank 
transfers resulted in foes being paid only on a few occasions. 

A. — That is admitted by the Government of Indih. 

Q. — Can you toll us AA'hat they say? 

A. — The Bombay Government had suggested tho ^ abolition of ' blank 
transfers . and tho Government of India replied to this effect: 

‘‘I am to say that the question of rendering the passing of blank 
transfers of shares illegal Avas brought before tho recent Conference of 


*]Mr. A. B. Dalai, i.e.s.. Deputy Secretary, Finance Department, 
GoAwnment of Bombay, Avas present Avhen tho evidence Avas taken, 


t’mance ]\icinbors held at Delhi and ilt was recognized that the matter had 
been so fully discussed on several occasions in the pastj on all of which it 
had been eoncluded that it was impracticable, in present circumstances at 
all events, to legislate in order either to render such transfers void, or even 
to render them void unless completed after a definite period, and nothing 
was to be gained by any further consideration of the ijroposal. The Govern- 
ment of India accept this conclusion and, though thej' are in ss'iniiatlij' with 
the object in view, they ciyisider that a reform in this resiject can only 
be introduced by the salutary influence of the 'Stock Exchanges themselves. 

“The Government of India doubt whether the suggested iirohibition 
Avould have any important effect on the . revenues Moreover, if anj’ at- 
tempt were made to increase the revenue from this source either by jjro- 
hibiting blank transfers or by increasing the duty on contract notes and 
rendering the latter obligatory, the ohjection would certainly be raised — and 
with reason — that the rates of duty on contract notes and share transfers 
were fixed at the jiresent jnteh explicjtly with the object of covering any 
loss of revenue due to the practice of passing blank transfers. 

“Legislation prohibiting blank transfers or rendering contract notes 
obligatoiy could easily be evaded bj' devices that amount to an infringement 
of the law, and if the law were actually infringed, it would be difficult to de- 
tect such infringement. Even if blank transfers, were regarded as deeds 
of transfer, they would still — the Government are advised — reinahi oper- 
ative as equitable transfers of ownership subject to any superior equity. 
Such transfers are not illegal in England, and the Government still adhere 
to the view that in such matters Ind'ia should rather follow the lead of 
England than attempt to show the way. If the system of blank transfers 
has not been found to create a necessity for legislation in England, it 
woiild be difficult to make out a convincing case for suppressing it by law 
in India.” 

S-ir Percy Thompson. Q. — ^With regard to following the lead of England 
I can only say this ; if the Stock Exchange did not insist on a fortnightly 
settlement in England so as to ensure getting a duty e%'’ery fortnight. Govern- 
ment would have been bcund to legislate. Here the Stock Exchange 
docs not help at all. It seems to me that in matters of this sort Govern- 
ment is bound to step in and legislate. The reason you do not follow the 
English practice or would not follow the English practice is that in Eng- 
land it simply is not necessary. 

A. — I quite see that. 

The President. Q. — Leaving the details of your most useful note, i^.ay 
I take one or two more general i^oints. The i-evisions recently effected 
in the Stamj) Act, which goes hack to the seventies, were directed 
towards a mechanical increase of the rates. Do you think anj'body in 
Jlombay re-examined the schediiles from the point of view of general equity 

A. — That^ was all done 1 believe in the Finance Department. I do 
not remember being consulted at all on this point. 

Q. — They led to a good many anomalies. In a good many cases it 
has been found that the rates are veiw high and that it will drive 
people to evasions. 

A. — Personally I am not aware of that. 

Q. — ^^Vith regal d to couit-fees, is it a fact that the High Court imposes 
its own fees ? 

A. — ^Yes, they have a special scale. 

Q. — The Excise Committee among other things recommended that the 
scale should be raised. Looking to the revenue from court-fees in Bom- 
bav one would think that your court-fees are rather low. While in 
the ’Bombay Presidoiicy the revenue is 73 lakhs, it is 2 crores in Bengal. 
There must be a large number of big inoney suits in Bombay. There 
must bo a largo number of cbnimercial suits. 

Q Jlie High Court distinctly follows a policy of keeping the cost 

of justice down'’ to the lowest point. They have generally shown great 
unwillingness to raise the fees. They say they are successors of the qld 
King’s Courts and rmi of the Company s Courts, and believe that justice 
should be given at as low a price as possible. 

Q —That results in the litigants getting justice cheaper in the High 
Court than in the subordinate Courls. 

Personally I do not agree with that policy. 



Q. — Aotiuiily tlio coiii’l -Ices in Boinliaj are on a lower scale. 

A.— Yes. 

Q. — Do you think that court-fees should he uniform as hetweuu 
provinces ? 

A. — It is probably desirable. ‘Well, .1 think it should be more uniform. 
Of course, f think there is no dotibt that if more revenue is required 
there is a possibility of raising the court-fees^ 

Q. — You would not do it indiscriminately. 

A. — Xo. 

Q. — ^You would choose the class of suits which arc in the natui'c of 
a luxury, and which indicate a dc.sire for litigation, 

A. — I do not know if that will he X’ossiblo. 

Q. — Well, it has been suggested to us that we should raise the fees 
on suits for declaration, suits relating to religious and eharitablo endou- 
monts, and other suits the iTistitution of which generally indicate a 
desire for litigation. 

A. — I would not pronounce any oi)inion on that. 

Q. — ^In suits taxed a/I rolorfi», .should ilio tax be projmrliouato or 
progrossi^'e ? 

(Dr. Duran jpuc : Or rcgras.sive as it is actually in some cases!') 

A. — Court-fees were not one of the ])oints referred to mo for opi- 
nion. So 1 do not consider it .safe to give an oj)inion. 1 will, however, 
draw attention to one suggc.slion that has been made l)y a High 'Court 
official, and that is there should be an <hI vuhircin tax on the actual amount 
decreed. Supposing the decree is for one lakh, there should be an ad 
vidorcm tax on that. It seems to be ralher a good idea. 

Q. — What if the decree-holder cannot get execution? 

A. — There may be i)ractical difficulties about it. 

Q. — One suggestion made is that the more the amount in issue, the 
higher should be the i-att — just as in death duties. But wlien tlioro is 
sottloment out of court or cx parte, decrees, you would allow a rebate. 
Would you like to give an opinion on that? 

A. — 1 would not like to give an o])inion, 

Q. — One other point. You have to do with prol)ate, I suppose. 

A. — Wo have a lot to do witli i)robnto in Bombay. 

Q. — You have to do mainly with Anglo-Indian, Christian, Parsi ami Jew 
wills ? 

A. — Yes. 'rhore are not many wealthy Europeans on ' this side of 
India. 'I'he mass of the wealtliy estates are usually I’arsi, .Tiimlu !iml 
so on. 'J'he question of proliato lias been very cnrefully investigated liy 
Mr. G. Davis, a special officer lately appointed, and his report on that is 
worth reading. 

Q. — Do you hud difficulty in assessing the value of immovable property? 

A. — We fmd_ no trouble in investigating the value of immovable jiro- 
portics. That is all done for the Bombay City by the Bombay City 
Survey. We have a good survey office. The dilhculty is in oslimatiug 
the busine.ss assets. One would rtniuirc a special trained stuff 
similar to that of the income-tax office, but we have not got it. Until 
quite recently the High Court paid no attention to this item. They simply 
ucceiAcd the statements in the affidavit as correct. 

Q. — Do they not send it to yon for verification? 

A. — It did not rest with \is sufficiently to see that they weio cori’cct, 
it is only recently that Government have been taking any inlerasb in 
the recovery of probate duties. It is_ only in the last year or two that 
special interest has been devoted to it, along with the general question 
of succession duties. The High Court, in sending those things on to us. 
intended us to verify the value of immovable iiropcrty. 

Q- — ^Do you tak'e any penalty when there lias been deliberate under- 
valuation ? 
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A. — Wlieii there are such gi-eat fluctuations in value as in the i)ast 
fen' yeai's, it is very difiieult to saj' what tlie exact value of a property 
is in Bombay. 

Q- — When you think there is a deliberate omission of anj' item? 

A. — The Collector has, no powers of causing ijroduction of docu- 
ments, of taking evidence on them on oath or anything of that kind. As 
Mr. Davis’ report shows veiw clearly, the Collector is an almost helpless 
individual. 

Q. — Does not the Collector get somebody to make the inoLuiries? 

A. — The solicitors in a Calcutta case mentioned by Mr. Davis flatly de- 
clined to give evidence. We call the parties and ask thenr to show their 
documents and so forth, and that lias been done especially during the 
last year or so. I do not think that immovable property is kept out 
of the will, because it is very important for a man who wills to give 
a good heritable title. 

Q. — Have you anj^ siJecial land revenue law in the City of Bom- 
bay? 

A. — ^Yes. 'We have a special Act, the City of Bombaj’ Land Bovenuo 
Act, 1876. 

Q.-^Vhat is the i)rinciple of levy of land revenue in this town? 

A/^The Bombay land I'evenue is a veiw peculiar one. There are 
ibrnit five or six different tenures, some of which date back to the Bortu- 
giiese time, 1660 A.D. There are all .sorts of tenures. It is quite a special 
study by itself. But the greater part of the land is held by the owners 
as almost freehold on payment of a nominal assessment. 

Q. — ^And you cannot increase that? 

A, — ^Not the great bulk of it. There are certain lands called ‘toka 
lands’ of which there is to he a revision in the year 1927. 

Q. — ^You have given them on lease for 99 years? 

A.— No, for oO years. 

The Maliarajadhiraja Bahuilur of Burchvnn. Q. — Have you any book 
wliich gives a description of the different land revenue tenures izi the city? 

A. — A former Deputy Collector, Mr. Vaidya, has wzlttezi a good book 
on the Bombay tenures. If you like to read it, I will send it over. 

Q. — ^Yes. I would like to have it. Are there large tracts of build- 
ing lands which are izractically rent-fi-oe? 

A. — Well, tire assessment is so small as to be practically nominal. 

Q. — In most cases that assessment has, so to speak, become stationary? 

A. — Yes. You cannot increase it. Of course, the municipality levy 
" property tax on the value of it. 

Q. — ^That is a municipal tax: we arc now talking of Govei'ument 
krx. Do 1 understand you to say that we should increase the tax on 
the value of urban sites in Bombay? 

A. — There is an old revenue assessment: it is a very nominal one: 
it is not woj'lli considering. 

Q. — ^V7ha!; I want to know is this. You have this land which is sub- 
ject to a nominal land revenue. On the other hand, you have Govern- 
ment-owned lands which are let out on something like rack-rent. 

A. — We have only a sniall amount of Government land at irresent, 
but a good many _ leases expire in 1927. 

Q. — Then, I suppose you will let it at rack-rent. 

A. — But that fo/.tt land is a iieculiar tenure. It was formerly 

agricultural land. Government took half the gross ])roducc and the culti- 
vators took the other half. Now, in about 1877, it was given out for 
small money rents : the rent used to be in kind before. These leases 

will lapse in the year 1927, when T suppose Government will take not 

the rack-rent, but ‘ two-thirds of it. That is the tendency looking to 

the High Court decisions. A great deal of this land has been acquired 
for the City Improvement Trust, and we have put in_ our claims in 
court for the Go%'erninent share on the basis of two-thirds of the full 
rack-rent. 
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Q. — Tiicro is no utloinpl to' cruuilizc ilic clifrcrcnco in rents boLwceil 
those lands -wliieli arc lot out at nominal ronta and lands wiiidi are lo; 
out at soinotliing like full rent. 

A. — The other lands at nominal rents are practically freehold. TJicy 
are not the property of Government. They arc to all intents and jjur- 
poses freeholdj subject to a small asses-sment n-hich cannot be increased. 

Q. — ^J3nt you ivill admit th_at some peo|)Io have got lands valuable for 
building purposes at a rental vliich vas applicable to agricultural p'urposcs, 
and those people have i)rolitod a good deal. 

A. — But there have been so juany changes of ownership that in prac- 
tice yon cannot got at that increment. 

Q. — In other words, increment duties arc ini])racticable. 

A.— 'I’liat is what f consider. I have cpioted the Government Bcsolu- 
tion which gives the history of a mimbor of experiments which have been 
failures, 

Q. — You want to tax telegrams? 

A. — It is a feasible kind of lax. That is all I say. 

The J’residenl. Q. — Then, on land revenue generally you say: ‘‘J regard 
the undcr-ta.vation of the land and the cultivators and" the rcsulling [(ro- 
portionate over-taxation of town-dwellers and of non-cultivators in j'ur.il 
areas as one of the greatest anomalies of India”? 

A. — t think tlie cultivator in a good many ti'acts is under-taxed, 

Q. — Now, take to l) 0 gin with the no)i-cultivator in rural areas. 
What taxes does he pay? 

A. — I am thinking of the money-lender and the Marwadi, and so on. 

Q. — What docs the ^Marwadi pay in rural areas? 

A. — He pays incomc-ta.x and the salt tax. 

Q. — So, he is not over-taxed. 

A. — 1 should think the regular town-dweller is to some o.xtenl. 

Q. — The town-dweller in a small town gets a return for ail ho pays. 
Does he not? 

A. — A sort of return. 

Q. — He pays nothing that the agriculturist docs not pay. 

A. — What 1 was thinking of was, if yon could take more fiom the 
cultivators who could afford it, >t)U could afford to reduce general taxa- 
tion especially on im])orls and so on. 

Q. — Your proposition is the exact opj)osile of what we usually hoar. 
We have heard that the one class that does not paj- its fair .sharo is 
the small non-agriculturist in the villages. 

A. — I might have expressed myself more clearly.* 

■ Q. — You are rather comparing the agriculturistvS with the inhabitants 
of Bombay. 

A. — ^Yes ; that is what I do, 

Q. — ^But you do think that land revenue is extraordinarily light in 
Bombay ? 

A. — Yes. As a rule. I think it is in the Bombay Presidency. 

Q. — The Hcccan has ccnnnercial crops? 

A. — Yes : the Khandesh cotton crops. 

Q . — 1 suppose in Khandesh the commutation .rates during settlement 
are based on the price of food-gi’ains. 


*Tn referring to non-cultivators in rural areas being over-taxed as 
comijarod with cultivatoi-s, 1 had in mind the fact that the cultivators 
paj’ no tax except salt tax j Jor tlic-m land assessment is. J consider, 
not a tax but rent, also the cultivators with incomes over lls. 2,000 pay 
no income-tax, whereas the non-cultivators such as traders pay income- 
tax on incomes over Rs. 2,000. I was” not thinking of small rural traders 
with incomes under Rs. 2,000. 1 agree that the latter have no reason 

to coiniilain. 
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A . — It must be so.* . 

Q- — You never take commercial crops into account in the settle- 
ment ? 

A. — Yes. Ever5-thing is taken into account in the revision settle- 
ment. ^ 

Q- — ^Y’^hen you calcxilate the price of crops for a number of years, 
you calculate the price for the staple food crop. 

A. — ^Ve do not restrict ourselves to food crops uovadaj's. 

Q. — ^Hov do you arrive at tlie commutation inuce? 

A. — ^In the Bombay revision settlements xve do not go into those 
details of individual fields, commutation prices', and so on. "NVe just go 
on genoi-al considerations. For example, a tract is near the railway, 
good markets, and so on; or rental and sale values of land iire now so 
many more nudtiples of the assessment of such land than at the begin- 
ning of the settlement iieriod, and therefore this tract ought to pay 
so much per cent more. Of cour.se increase in general prices is taken 
into account. 

(S'/V Percy Thompson. Q. — There is quite a distinct difference between 
'ladras and Bombay. We are told that in Madras xx'hen settlement of 
uid revenue takes place, they do not take into account non-food crops. 
iHiat is done is that the quality of the land is asse.ssed and in 

arious categories, and the productive power is ascertained for that cate- 
ory, and. then the commutation is fixed 1)3’ reference to the price of some 
Landard food crop, notwithstanding that that crop has never been grown 
1 that land. Tt 111^3’ have been growing profitable cotton ci’ops. People 
.’ho groxv some profitable croi) get off with an assessment which is suitable 
or a less valuable crop. 

A. — hax'o not got that in Bombay. What happened in Bombay 
•as, there was a cla.ssification of soil, at the earliest settlements, and 
liat is our basis of our increase or decrease in revisions. The I’cvision 
icroaso never exceeds 33 per cent for a taluk. 

Q. — ^But the yield of cotton must have increased enormously. 

- ,A. — ^Yes, also its price. 

Q. — Suppose the quality of the soil had been a.scertained uith lefer- 
ace to the growing of a particular food crop. There is an extension 
of cotton crop or sugarcane crop in that land, and the so‘1 value 
becomes quite different. You do not take that into consideration in ascer- 
taining the soil vaUie? 

A. — ^The soil value for eveiy’ kind of crop must be prett3’ much the 
same. 

Q. — There is some land which happens to be growing sugarcane. 
You cannot grow sugarcane aiu-where. Suppose for 10 or 20 3’ears no 
sugarcane xvas grown and sugarcane^ c.amc to be grown onl3’ alter some 
ii-rigation facilities were brought within reach. You do not take that 
into consideration? 

A. — That has not been done in this presidency. We do not, in revi- 
sion, touch the soil valuation, because if you begin to do that you may 
be taxing improvements. The principle of the Bombay settlement is 3’ou 
nex’er touch impi'ovements of that kind. 

Q. — Tf that is the case, hoxv are yon going to elixninate improx’e- 
ments? How would you get at the capital value of land without the 
improvements? 

A. — Well, the area so improved is pretty much limited. The vast 
bulk of the land in a village is not improved. It is very much in 
the condition it was before. You take the rental or sale value 

of dry crop occupied land xx'here there xvas no well, or anything of that 
kind, and you will not ho misled. 

T)r. Faranjiyye. Q. — Where .vou have a xvell, 3’ou have a special rate for 
that. Take the hayayat lands. 


* The term and practice of commutation prices are not known in tno 
Bombas’ survey settlement sx’stem. I meant in this rexdy that the basic 
rates in the original settlements must have been made, keeping in view 
food-grain prices much moi-e th.'-.n prices of export crops. 
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A. — Tlie assessment system for hagayat varies so much in difforent 
areas. I am not familar u’itli the Gujarat assessment. 

Sir Percy Thomp&on, Q. — ^^Voll, compared witli the original classification 
ho will get a higher soil value if ho digs a well. 

Pr. Paravjpyc. — The well is taxed. 

A. — Tiagayat land under wells may have hcon rated higher than dry 
crop land originally. 

J)r. Paravjpye. Q. — ^If ordinary dry land is changed into hagnyat land 
hy the sinking of a well, would it pay a higher assessment? 

A. — No. That has been recognized all along. Improvements are not 
taxed. 

The Presideni. Q. — Even in the next settlement after that? 

A. — ^Nothing. Improvements are exempted fi-om all tax. 

Dr. Uyder. Q. — When a settlement ofiicor sees that cotton is grown 
in a i)articular tr.Tct which used to gicnv joirar heforo. does ho not pitcli the 
rate of a.sse.ssment higher.^ 

A. — If there are such conditions, I have no doubt that he will. 

The President. — You say: "The rich cotton tracts of Klmndcsh witli fairly 
certain rainfall are a.ssc.ssed far too low and more on t(io basis of the 
Deccan tract of scanty rainfall which has cheap food croi)s only.” 

Dr. Ilydcr. Q. — I was asking whether the pitch of the assessment was 
not higher in Kliandesh than in other Deccan areas. . 

A. — It is pitched higiier than in the poor Deccan tracts. But at 
the same time I consider it is not as high as it might go, the nitjoct 
of the Govei-iunent being to eqtnilize the taxatioji as much as rossihle. 

Q. — Equalization of taxation of land. How do you do it? 

A. — I do not nuvin that. I mean to put the burden on those who 
are best able to boar it.* 

The President. Q. — Now, wo come to the question of tobacco duty. 
You told us that it is levied for the honofit of the Corporation. "Would 
jou tell tis how it is collected? 

A.- — ^IVe have a bonded warehouse; the countrj' tobacco is brought 
t'liero and issued there. The duty is charged upon that. 

Q. — The country tobacco comes in by rail? 

A. — By rail or in any way. 

Q. — ^You have posts on every road? 

A. — We liave a number of peons who watch the roads and » nil ways 
and try to i^revent it I)eing smuggled in. lOxcojjt the i-ailway.s, there 
are only two roads to the Bombay Island. Tlie Government would be very 
glad to abolish the tax, but the munici])ality do not want to lose the 
revenue. 


*In the questions and answers about land assessment, the fact that 
assessment is a I'ent, not a tax. has, f consider, been overlooked. 

From the questions, the nature of the Bombay revision settlements 
seems not clearly grasped. At revisions, individual fields are iiot con- 
sidered at all, neither soil nor kind of crop produced by them, nor the 
value of such crop. The soil of a village was not the original settle- 
ment classified according to quality into, say nine classes, i.e., the dry 

crop land. A village, looking to its position as regards roads, rail- 
ways, markets, and to its rainfall, etc., was,_ let us say, imt into tlie 

group of similar villages in which the maximum dry crop rate Avas. 
lot us say, Be. 1. The best dry crop soil in this village Avas rated 
at Re. 1 per acre, the Avorst at a fcAV annas. If at revision time, general 
prices have increased, and sale and rental A'alues of land as mea.surod 
in multiples of the assessment haAm increased, the A'illage might bo raised, 
say from a Re. 1 group to a Rs. 1-2 or Rs. 1-4 group, i.e., the best 

dry crop land in this village aa/11 bo !-ated, at Rs. 1-4 instead of Re. 1. 
Similaily in proporfon for the Inferior fields. The .alteration in the 
assessment of each field is thus a mere paper .sum in proportion. Im- 
proA’^Aiuents made during the settlement to particular fields arc entirely 
disregarded, and are not taxed at .all, nor inspected. 
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Q- — It is a soft of octroi or tormina] tax. There, is no refund on 
export. 

A.— No. 

Q. — It is entrusted to j'ou to collect? 

A. — It is collected hy the Excise Depnrtinent. 

Q. — Hom' iiuich do you collect? 

A. — It conies to 4 or 5 'lakhs. 

Q. — ^^Vhat does it cost? 

' A. — The rovonuo was Es. 4jl],000“and we have one supervisor, si.T 

inspectors, five inferior staff (they will ho clerks) and 89 menials. 

Q. — They have to inspect every part of the city? 

A. — They have to. 

Q. — ^Is there a very largo amount of smuggling? 

A. — I do not think so. 

Q. — Is there any smuggling by means of country boats? 

_ A. — Country tobacco is imported into Bombay, under Customs super- 
vision; at Mazagaon Bunder, by country craft, and u.sually from the Batna- 
giri district only. 

The onl 3 ' country' boats that are watched and examined arc those that 
touch and land goods at Bharavi, Mori, Mangalwadi and Worli, whore we 
have four tobacco outposts. 

Q. — ^What is the i-ate? 

A. — ^It is heavy. It varies from 25 per cent to 50 per cent. 

Q. — How is it that the collection is entrusted to a provincial officer? 

A. — This tax dates back to 1857, The Commissioner of E.xcise can 
entrust this to an.y officer he chooses. 

Q. — Have the municipality got their town duties? 

A. — Thoj' have got their own town duties. 

Q. — ^You do not collect them? 

A.— No. 

The Maharajadhiraja Bahaditr of liurdwnn. Q. — I take it that you 
have now in Bombay' an entertainment tax which brings you an income of 
Bs. 0,00,000. 

A. — ^Yes. I have to collect it. 

Q. — That is from theatres and cinemas? 

A. — Theatres, cinemas and miscellaneous entertainments of any kind, 

— You propose a tax on betting at the race-coni’se? 

A. — ^There is alreadj' a tax on admission to the race-course. I think 
Government are contemplating appl^dug it to the totalizator also. 

Dr. Paranjpye. Q. — Who collects the tax in the mofussil? 

A. — ^The local Collectors. 

The Maharafadhirafa Dcihadvr of Burdvaiu Q. — I wish to have statis- 
tics for this six lakhs — as to how much jmu get from the mofussil and how 
much from the city? 

'a . — I have given it in mj’ repl 3 '. 

Q. — ^In Calcutta there has been more than one attempt to get the 
tax taken off cinemas on the ground that tho 3 ’ cater for the poorei’ classes. 
Of comso, we did not consider the matter vei\v .seriousfi’. But o)ico_ there 
-Was a pi'oposal to make some distinction with regard to four anna tickets. 

Dr. Paranjpye . — I think there is no tax ujj to 8 annas. 

The lifaharajadhiraja Bahadur of Bimhcaii. Q. — want to know whether 
there ’s a growing opposition to this kind of tax, 

A . — ^The piiblic do not mind the tax at all. The theati-c and ••.inema 
lieople have become accustomed to it 
VI— 35 
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. Ihc President. Q. — Is the tax • collected hy means of stamps? 

A. — We do so, when wo think the man is cheating, as a sort of 
lienaltj'. In the iip-coimti'y places, stomps are more nsed. In llomhay 
we follow the Bengal sj’stem, of paying on the returns of tickets used. 

Q. — Is there no limit i)ut on complimontarj' tickets? 

Dr. Varanjpyc . — I think there is in the Act some rule .specifying the 
number of complimentary tickets. 

A. — ^You cannot restrict the number, 

Q. — I believe there is a proviso about the number of complimentary 
tickets. 

A. — There is a rule made under the Act that up to ten per cent 
of any class complimentary tickets can be issued unrestrictedly, but that 
the names of recipients are to be mentioned. Under the Act, you can- 
not prevent them from issuing as many com))limontary tickets as they 
like. Under the Act, the tax can be levied only on charges made for 
admission. 
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6th June 1926. 

BOMBAY. 

Present: * 

Sir Chaklks ToDtiv^JEK, k.c.s.i., i.c.s., President. 

Sir Bltay CxiAND AIaiitatj, g.c.i.i: , ic.c.s.i., i.o.m., Maliaraiaclhiraia 
Bahadur of Jiurchvau. 

Sir Peiicy Thosii’bon, k.b.e., c.b. 

Dr. B. P. Paeanjpye. 

Dr. L. K. Hy'dek, m.l.a. 

Prof, C. A. BUCK, Representative of the Buyers and Shippers 
Chamber, Karachi, was examined. ’ 


Written memorandum of the Buyers and Shippers Chamber, 

Karachi. 

Never before the witnesses before a committee had been so thoroughly 
handicapped for want of materials of a co-ordinated study of the problems 
set before them in the questionnaire as those who are invited or who have 
A'olunteered to appear botore the 'fr.Mition Enquiry Committee. AVhen 
the verj' fundamental question as to whether the taxation system in India 
is based on any scientific principles or not is disputed on man5^ sides, 
it IS extremely difficult for the pei-son or the body undertaking to furnish re- 
plies to the questionnaire to make them definite. 

In the absence of a thorough inquiry into the economic conditions of 
the people, it even would seem pi-esumptuous to attempt giving any defi- 
nite opinions on more particular inquiides set therein. ^Ye, therefore, have 
attempted to restrict ourselves to a general criticism of the present policy 
and practice on taxation and to recommendations and suggestions for cei*- 
tain unexploited or ill-exploited sources of revenue, and an outline of 
a definite imlicy that we, think the Government in all conscience should 
adopt to enrich the trades and commerce of this country through taxation, 
instead of allowing the system of taxation to imixoverish them at the bid- 
ding of interested parties. We consider the iJresent system of taxation 
veiy defective' and -its policy very objectionable. 

For reasons given above, and because the present system of revenue 
in India is so elaborate and varying according to the needs and usages of 
different proA'inces, we have not found it possible to make even our re- 
commendations and suggestions A'ery exact and exhaustiive : we haA^e all 
the same made them, because we think that thej must be regai-ded as indi- 
cating the lines of AA'hich the system of taxation in this country should 
bo remodelled. 

In criticising the present system — or rather Avant of sj'stem of taxa- 
tion — the very first undesirable aspect we like to emphasize is that the expen- 
diture to meet AA'hich taxes are leA'ied IiaA'e been indulged into Avithout taking 
into consideration the taxable capacity of this country as a Avhole. Thus, the 
very bases of this sj'stem are at fault. Expenditure of the GoA’-ernment 
should , be limited by the amount of reA’-enue that the countrjj can afford 
to pay' Avithout being overburdened. On the contrail, in India the prac- 
tice /has been to go on increasing expenditure without regard to the mate- 
rial x>i'ospei'ity of the country and then force the country to pay for this 
expenditure by the leA’^y of taxes all round. The position of the Finance 
Member of the Government of India is hardly enviable. He has got to 
find means to feed certain AA'hite elephants that are there waiting for their 
crores, deficit or no deficit. The Arin.v is a case m point, Home charges is 
another. Then there are the expensive commissions that tour round the 
country to find out AA'hat they can do to get up a fine report, which at 
best is seldom more than an attempt to illustrate the obAnous, though all 
of them are not so harmless from the tax-payer’s point of view. The liabili- 
ties are further increased, because the Government AA'ould not for long keep 



its liaucls off llie cxcliange. The artificial appreciation of the rupee lias 
often proved an indirect burden on the tax-jjaj’er. Then there are the 
fat allou-ance.'. to tlic lioaven-horn .service, .whose Oliver Twistean pro- 
the service. While millions of people are deprived of tiieir pinch of salt, 
tlie handful of fat people are fed to be fatter. To him that hath shall 
pensities to clamour for more have justified even the worse criticism -of 
more he given seems to be the practical text of the Government — and all 
this misplaced vanitj’ and charity at the expense of the tax-passer. And 
the Finance Member has to make him pay. He has to provide for the 
Imperial Dellhi. l-Jc has to carry out the paying side of the Lee reconi- 
mendatmns. He ha;; to pa.v the Arnsy. He has to do much more. He 
therefore spends all the ingenuity at his command in devising more wr^ys 
of taxing people, and be it said to his credit he does find them. That is 
why there is no science behind the system of taxation in India. That is 
why the tax-paj'er regards the revenue officer as his natural persecutor 
whose apparent function appears to him to get most out of him. The 
heavy amount of case work that is being done in the revenue offices and 
the jolly practica of income-tax experts in big cities are evidence in point. 

The second verj' serious aspect of the taxation system in India is that 
the motive of taxation is very ciuestionable. The ideal system of taxation 
among other things should have the following characteristics: — 

It should not strain the taxable capacity of the jieople. 

It should be least felt by the poorest classes. 

It should be perfect in its incidence, being spread over classes of 
different degrees of material prosperity in proportion to their incomes and 
general affluence. 

It should be completely returned .to the country paying it in the 
forms of service done, amenities supplied, protection rendered and so on. 

It should lead to a greater prosperity of the common wealth. It 
should aim not at equality of payment but at the equality of burden and 
sacrifice. 

The acliievement of the above and other like ideals should bo the 
motive of a sc'entific system of taxation. The taxation of India is among 
other things guided by the following factors : — 

It is inevitably called upon to meet certain recurring drains as 
pointed out above with the legislature having no power to modify them. 

Its motive to protect indigenous crafts and industries is conspicuous 
by its absence. 

It has been guilty of trying to rob Peter of a tax-payer to pay the 
stronger Paul of the vested interest. 

It has often allowed foreign influences like the Lancashire merchants 
to bluff it successfully. 

In this connection, we cannot help emphasizing the last-named feature 
as illustr.ated in the notorious cotton excise duties. That the Indian mer- 
chant oppo.scs it, not becau.se he is instigated by the interested politicians, 
is proved bj' the following very frank admission coming from a very com- 
lietent authority : — 

“The Indian coilon duty has always been politically, econom'cally, 
and morally indefensible. Ojiposition to it unites every class in India 
from official members of the Government to all grades pi the Indian com- 
munity. _ It lias made a grave breach in the moral bases of the British 
control in India. It was deeply resented from the outset and has remained 
an open sore.” 

“India considers that the excise was imposed out of fear of the 
Lancashire vote, and no one can say that the India is wrong in belief.” 
[TZie Times, London, 5th March 1917.] 

This only when the paper was trying to do the liberal stunt as dic- 
tated by necessity. Indians had loyally stood by the Empire and out of 
sheer gentlemanliness, the most anti-Indian papers had to support 
in her just fight. But the attitude of the Government has all along been 
apologetic to the Lancashire merchants and their supporters in the Indian 
Legislature, and the latter have more than once tried to. bluff the Govern- 
ment, and not unsuccessfully at that, into sacrificing Indian industry’ to 
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Mancliestor. I'lie Government liave ratfier fallen back upon the jaded 
course of increasing the obnoxious salt duty and thus justified the "worsL 
fears of Government critics, than displease these high jingoes of trade, 
wlio like the proverbial devil quoting the Bible ahvays begin their song 
with the eternal free-trade chorus, the sincerity of their belief in which 
will be examined presently. On one such occasion Sir Ibrahim Eahimtulla, 
March 1916, said: — 

“Sir, it appears to me that it is rather hard that when the Govern- 
ment of India want the revenue, when the coiintry is willing to agree to 
give them that additional revenue from a source which is agreeable to 
themselves, that thej' should be debarred from doing so and in that way 
necessitate the proposal for the increased salt tax.” 

I'he cotton manufacture is onlj' one oixt of many indigenous crafts and 
industries that suffer because of adverse and unprotective tariff that puts 
them in very unfair comi)etition with the imijorted articles. That tlie 
Government should therefore accept as a definite policy the principle of 
protective tariff in respect of all those crafts and industries that are in 
infancy, is a proposition that needs only moral courage to be accepted. 'J’he 
imperial protectionists of England with their agitation for iinixerial pre- 
ference are the very men that oppose protection in India. India is 
regarded by the average politicians of the imperial persuasion, as the 
common exploitation ground, and hence what is proved to be a sauce for 
the gander of a Dominion, is according to him poison for the goose of India. 

AVe therefore strongly recommend the transference of all the so-called 
reserved subjects to the popular control, pending that the expenditure 
should be controlled within bounds of the ]nost unavoidable taxes and 
revenue. That the Home Government .should contribute largely towards the 
maintenance of the Army ivho'H,' act vitic.s on the frontier are as much a 
matter of foreign IMidclle East policy of England as the protection of India. 
That the Home charges should be considerably reduced immediately, and 
that the Indianisation of all Government services should be aimed at to 
eliminate the expenses under overseas and travelling and other allowances. 

AVith these drastic redxictions in the expenditure, the problem of taxa- 
tion will bo much more -easy to solve, and the only motive for the same 
will he the material prosperity of the country. This alone should justify 
the proud assei'tion that the British control in India has moral bases. 

AA^e are, however,, aware that under the present mood of the Govern- 
ment, the above very simple and natural demands will be regarded as im- 
])racticable, and so to give the authorities no handle to say that the In- 
dians do not desire co-operation with them, we beg to submit the follow- 
ing specific suggestions: — 

AA'^e do not regard the cadastre prepared as adequate and compre- 
hensive. The official survex-s and estimates should be checked and aug- 
mented by inviting estimates from non-official agencies wherever ijossiblc. 
To do this, the Government through the co-operative institutes or other- 
wise .should encourage the starting of small rural societies for the purpose, 
and should co-ordinate their work throughout the province. These units 
will he useful in many ways and will ‘help a more accurate estimate of the 
rural produce in the year. AA'^c do not regard the income-tax collections 
in India as thoroughlj' reliable for the estimates of the material prosperity 
oven of the classes that pay them. First because this tax more than any 
other is based on the unscientific principle of equality of payments instead 
of equality of burden or sacrifice. Apart from this, the repugnance that 
every tax-payer, the potty trader, the merchants, the iirofiteer feel for this 
tax is Icnown all over the woidd. For the above reasons and for want of 
a uniform system of accounts, this collection of revenue becomes difficult 
and often the tax-payers pay more, but at times they pay less than their 
dues. 

’ If. however, succession duties are levied in India on a graded scale 
increasing from 0.25 per cent to 21 per cent, the same being oixeratcd 
under the registration laws,- they would he a better indication of the 
wealth of the community. But under present circumstances, the incidence 
of taxation should be determined b\ undertakhig a vest economic en- 
quiry bj' dividing all provinces in small economic areas and making a 
liatient and thorough investigation in family budgets, checked by post 
office savings, lands, ornaments, etc. 



'I’Jic sLiitisLie-s of Irjtcles and cominerco as oonioiiiplalecl under tlio Jjill 

ill Bombay ConneiJ arc bound to be useful if an India Legislation is con- 

templated. The present results of the statistical department of the .Indian 
and Provincial Governmeiits are disappointing in the extreme. We ivill 

first mention ivliat ive think thej'' should do in this matter to deserve sup- 

jiort from the commercial communities of this country. 

Those statistics should contain among other things information of 
the needs of various foreign markets for raw and other products of India. 

Data regarding tariff changes, taxation and otlior information . use- 
ful to the exporter and the manufacturer. 

These bureaus should carry our special investigations of boncrit to 
tho entire industries of the country in their struggle in foreign markets. 

They should maintain correspondence and agent in all important 
places and markets of the world. 

They should always jniblish vital information if any new field of com- 
merce offers for the trade in India, and it should act in full co-oiieration 
with the various chambers and associations of the country. 

The collection of these statistics, etc., should be done efiieiently, adc- 
yuatcly, systematically and promptly. 

They should be presented, in an accessible manner, and they should 
bo snjiplied to all and sundry without discrimination between cla.sses, etc. 
We do not think it advisal)le to undertake a census of products as taken 
in England, and its utility for determining tho incidence of taxation 
would not bo served if the figures tjilcc a considerable time in collecting 
and become a recoixl of the past by the time they are published. In tho 
absence of the statistics so efficient as we might have if the above sugges- 
tions are carried out, wo are not inclined to accept tho estiTuates of ihe 
taxable capacity of India as given in annexurc D as absolutely correct. 
But that does not prevent us from asserting that tho terms “happy India” 
or “prosperous India” as used by our friends kicssrs. Impton and Digby 
respectively arc optimistic to tho degree of being nlopian for India. W'e 
are inclined to accept the estimate el Messrs. Shah and Khambata as 
most approximate, though for reasons in which wo need not enter wo re- 
gard even that slightly exaggerated. Tho methods used by them in ar- 
riving at this figure is descrilied below. They have calculated the gro.ss 
income of India including Burma and Native States on tho bases of pro- 
duction and yield. Tho extent of this production is taken from the statistics. 

These are then evaluated by the help of prices and wages and statis- 
tics bearing on them. A similar proce.ss is gone through with regard to 
tho items of forest and mineral produce and manufactures, including crafts 
and industries. The whole is then summed up allowing for double count- 
ing. Tho drawbacks in the above calculation are the unreliability of tho 
so-called statistics in all ca^os. the inclusion of Indian States in the con- 
siderations and the high average reached in the years between 1914-1922 
as the above calculations have taken three periods in account as under : 
1900-1914,' 1914-1922, 1910-1922. 

Tax on luxuries . — Adam Smith did not include the consideration of 
tho human temperament in his statement about tax on luxuries being 
voluntary taxes. The classification of a majority of things as necessities 
or luxuries is very difficult jind requires several considerations. The 
opinion of IMill, though verging uiion abstruse, is yet sound in xunucijilo, 
indirect taxation is only le.ss felt but it is none the less imicl, in a conscious 
manner mostly through a third party. 

It would not be imijortinent here to remark that no articles should be 
regarded as that of luxury or otherwise to begin with. Everything that 
enhances tho value of an article, because of tho satisfaction of vanitj' or of 
love of ostentation or of pride of a class, etc., should no doubt be termed 
luxuries,- but to regard everything that is not extremely necessary for the 
existence of life as luxury is ridiculous. 'Cigarettes, for example, should 
not be termed luxuries though millions iierhaps never smoke. At the .same 
time, a very costly brand of cigarette can be stjded as a luxury. 

There is a fallacy in the argument to say that the tax on tobacco or 
kquors falls heavily on the immoderate smokers or drinkers only. It would 
rather be a better lolan to tax both tobacco (loose or in the form of cigai-s 
and cigarettes) and liquors, spirits, etc., in the graded scale. Up 



279 


to a certain limit, which should include some wholesome and popular smokes 
and drinks, only a nominal tax should he levied. Then for each higher 
brand group an increased tax might be levied. Jf it deters the sale of the 
higher brand, it will surely increa'se that of the lower ones, and there will 
not be any sei-ious loss of revenue. 

Q. 24. — -We should certainly advocate a tax on entertainments including 
races, _ betting, etc. A tax on the higher-class railway tickets is not 
inadvisable. 

Q. 27. — Every member of the community has to pay the taxes or has 
some taxes paid on his behalf. The modern system of taxation. i.s very 
far-i-eaching. Even a lunatic in an as 3 ’lum provides the State with re- 
venue by using taxed cloth, etc. His keeper finds them on his behalf. 
The poorest agrarian labourer -with his less than a yard of loin cloth and 
his daily piece of coarse bread and a pinch of salt paj's his share of taxes. 

Thus, it is futile to suggest any cases that should be exempted from 
beai'ing the burden of taxation till the Government can do away with the 
salt tax, with the taxes on coarse cloth, etc. 

Q. 28. — ^Yes. Nb taxation without representation. 

Q. 29. — ^That tax is better that is least felt by all. Such are indirect 
taxes. That s.ystem of taxation again is best that assess least the person 
who is least able to pay, and gets the most of its revenue from those that 
do not feel the ijayment as a pinch though the payment might vex them. 

Q. 30. — ^Ve regard capitation tax in India very mischievous and not 
possible to be 'collected. There are millions who will be defaulters out of 
sheer inability to paj’ even a trivial capitation tax. 

Eegarding the direct taxes on ipicome we have to offer the follow- 
ing remarks and suggestions : — 

Salaries and pensions paid out of Indian treasury should be taxed 
in India. 

Interest paid out of Indian revenues on the sterling securities should 
he taxed in India. 

All those concerns that have their main field of operations in India 
but are incorporated in England or any other country except India and 
Burma should be made to contribute to the income-tax in India. The con- 
cessions that thej' enjoy at present are at the cost of Indian treasury and 
are unjust. Among such concerns can be mentioned the guaranteed railwaj’S, 
shipping companies, tea-planting companies, banking and all other firms 
that are not 'incorporated in India. 

The system of differentiation as between incomes that are due to 
personal exertion and incomes that are not .so earned should be adopted in 
India, and the rate of tax on the former should be smaller than that of 
the latter. 

The sj'stem of allowances and reliefs should be introduced by adopt- 
ing among others the following measui’es : — 

In cases up to a certain limit, the tax should be calculated on that 
amount which is loft after deducting from the general income an amount 
equal to the taxable minimum. The method of graduation should be adopted 
by which this abatement .should decrease in amount as the income increases, 
so that after a certain limit no abatement is granted. The taxable minimum 
of a married man should ho greater than in the case of a bachelor. 

Allowances should bo made for the first child and then for each 
subsequent child 'to the extent of four children (if Malthus is to _ be res- 
pected in an already over-populated countrj' like India) and certain allow- 
ances should be made for dependants, relatives, widows in the family, etc. 

Servants should not be classed as dependants. 

The minimum should be raised to Es. 5,000 per year. 

An extra increase of 25 to .50 per cent on incomes of Rs. 50,000 
and upwards should be made and the super-tax should be abolished. 

Q, 39 . — Though the agriculturist in this country is seriously burdened 
by taxes, much of his woe is still traceable to insufficiency of water-supply, 
inefficiency of the methods of cultivation and the inordinate waste of 
money in'the ca.sto customs, etc., introducing the usurious soircar in his cal- 
cplations. With the progress of the educative work that the co-operative 
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societies are carrying out in several provinces aided by tbe further devel- 
opments. of agricultural colleges and Government deijartments, there is no 
reason u’hy the hig farmer that commits economical suicide in the caste 
expenditures should esc.ape hearing the just burden of revenue. In this 
connection it should not be necessary to change land revenue into a land 
tax, but in provinces where careful inquiries show that the farmer has 
benefited by the almve ameliorating influences a' tax on higher agricultural 
incomes should be levied. We are not in a position to test the figure given 
l)y iVlessrs. Shah and Kbambata as tiie resulting increment but we are 
sure it cannot be much less. If the revenue thus raised is ear-marked for 
the promotion of agricultural interests, handicrafts, cottage industries, etc., 
revenue will neither be unjust in levy nor ill-spent. 

Qs. 41, 42 and 43. — ^The considerable variety of forms and efficiency 
to bo met with the different systems of accounts maintained in different 
provinces and in the same province by different people ib surely not help- 
ing the accuracj' of assessment; added to this the feelings of mutual distrust 
between the income-tax office and average tradesman are seldom conducive 
to honesty par exce]le?ice. The Government, in any case, should not be 
taking the honesty of the assessees or even the petty assessor for gi’anted, 
and should adopt the following measures to get still better results from 
this department of revenue, namelj', by a])pointing non-official assessors 
judiciously selected as not to make the assessee suspicious that his trade 
secrets will be revealed. We do not favour the publication of tbe income- 
tax returns. It will be sei'iou.sly resented by tlie mercantile community 
of India. 

Qs. 46 and 49. — In the list appended here we would advocate duties 
on the following articles : cartridges, motor-cars, perfumery, playing-cards 
and pleasure vessels. But this is not sufficient. We further advocate 
duties on the following articles of ‘consumption of luxuries or means of 
ostentatious display ; — 

Income-tax on higher agricultural incomes. 

Income-tax on the absentee landlord. _ 

Tax on inheritance or succession duties. 

High-class railwaj' or steamer travelling. 

On all monopolies. 

-RegKstration fees on marriage. 

Tax on othei vcliicles as well as motorcars imported. 

Tax on horses for races. 

Tax on servants after a minimum number as required according to 
the income of tax-payer. 

We advocate on principle a tax on - dowries advisable of a nature, 
but would not suggest its immediate adoption as we do not know how it 
can be operated. 

A tax on advertisements other than short advertisements. 

Tax on betting, horse racing. 

On tourists from foreign countries, including Dominions. 

On hotels. 

On cigai's and cigarettes. 

On wines and liquors. 

The fees for regislrafion in India of trade-marks of imported articles 
should be considerably increased. No protection should be extended to 
such articles, unless they are a means of supporting the revenue by chan- 
nels other than import duties. 

A tax per ton, loaded and exported for foreign countries hy steamers 
flying British colours and a greater tax for those flying foreign- colours. 

Some of the taxes should bo earmni-ked for special purposes. The agri- 
cultural taxes as well as the last-named taxes should be utilized for the 
promotion of agriculture and Indian mercaiitile marine respectively. All 
these taxes should be on a graduated scale. 

Articles that are of utility in a much greater degree than of os- 
tentation .should be tax-free. Thus, a petty inheritance, a small house, an 
ordinary vehicle, a necessary horse, the required number of servants, wanted 
advertisements, cheaper varieties of cigars and cigarettes, etc., .should be 
tax-free pr only nominally taxed. After a certain limit, tlie tax should 
mcroase m an ascending ratio to the costliness, etc., of the articles, or the 
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amount of ostentation involved. While determining these rates, the pre- 
sent standard of necessities and luxuries as obtaining in India to-day 
should not be considered as sufficient, but the attainment of a higher 
standard of life by the smallest tax-paj’er should be aimed at. This raised 
standard of existence is bound to greater efiiciency of the people and will 
favourably react on the revenues. 

Q- 51 . — It is no use replying to this question about salt tax. The 
Government has a very strongly defined attitude towards this commodity. 
It debars the Government ■ from the consideration even of a question 
like 27, where the exemption of oven the poorest of the community is con- 
templated. Salt is tire only accompaniment of a piece of very coarse 
bread to millions of people in this country, and callous indulgence in 
heavy expenditures of the Government shall never allow the Government 
to do the human and abolish this tax. which is probably the only tax paid 
by the semi-starved farm labourer of India. -He does not pay an 3 dhing 
•oven in cloth, which for his annual consumption is less than a yard round 
his emaciated loins. 

Q. 59. — ^Yes, especially in rural centres. 

Q. 61. — ^No, we do not think it practicable at this stage. 

Q. 62. — We favour the recommendations of the Bombay Excise Com- 
juittee, and would recommend measures calculated to facilitate prohibition 
in futrire. 

Q. 63. — There are three stages, roughly speaking, in the consequence 
produced bj' heavily taxing liqiior, etc. 

Up to a certain extent the commodity bears taxation very easily and 
is a good source of income to the State. After that limij; is reached, a still 
higher tax might act as a deterrent of manufacture or exports, after that 
.stage di.shonest evasions and smuggling become rampant. 

We therefore advocate gradual taxation as explained above. 

Q. 89. — Court-fees should not be increased. They, if increased, will 
not deter litigation but will make justice dear. ^ 

Registration fees can be profitably increased to bring in return more 
than for the service rendered. 

There is no restraint of trade in this. 

Q. 94. — Owner-driving licenses for cars can bo charged more. Re- 
newal fees can be increased in all cases. 

Q. 95. — ^Entertainment tax should be more universally applied. Its 
application should be extended to horse racing. A gradual increa.se with 
higher class tickets in a show or a theatre should be adopted. 

■o 


Prof. Bach, gave oral evidence as follows 

The Pre.sidenf. Q. — ^You represent the Buj'ers and Shippers Chamber, 
' Karachi ? 

A. — Yes. 

Q. — ^You were formerlj' a Professor of Economics? 

A. — Yes, in St. Xavier’s College in Bombay. 

Q. — ^And 3 ’ou are now engaged in business? 

,A.— Yes. 

Dr. Jlyclcr. Q. — ^How long were 3 mu engaged in teaching Economics? 

A. — For four years. 

The Dresklent. Q.-— Your Association rather insisted on our hearing 
their rein’esentations. 

A. — Yes, on the ground that Karachi should have its say. 

Q . — 1 should like to know the nature and the composition of J'our 
Chamber. Ho you represent the whole of Karachi or onb' a section of 
Karachi ? 

VI— 36 
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A. — Ours is the only Indian Association that takes a keen interest 
in public affairs. A^ery recently ^ve have been recognized bj' the Govern- 
ment and ve have got two special seats on the Port Trust. It is also 
recognized by the people. It ropi-esents all the shippers and all the steam 
navigation companies including one English company. It has a member- 
ship of about 250 members. 

Dr. Dctranjpye. Q. — ^Wlio is the President of your Association? 

A.— Jfr. J. N. R. Mehta. , ' 

Q. — Why did he not come here? 

A. — He is very busy there. 

The President. Q. — The Karachi Chamber of Commerce is not confined 
to Europeans? 

A. — ^No. 

Q. — Yours is not exactly a Chamber of Commerce? 

A. — In essence it isj only the name is different. It does the same 
business as any other Chamber of Commerce in India is doing. 

Sir Percy Thompson. Q. — ^It represents the wholesale trade? 

A. — It represents the retail as well as wholesale trade. 

Q. — Not manufacturing interests? 

A. — In Karachi there is not much manufacturing. 

Dr. Jlyder. Q. — You begin by saying that the taxation .sj’stem in India 
IS not based on any scientific principle. That is rather a large statement- 
to make. AA^ill you please explain what you mean by it? 

A. — To quote from my own memorandum, I have given four or five items 
which, I consider, ought to be the component parts of a scientific taxation 
sj'stem. . ^ 

Q. — You say : “It should not strain the taxable capacity of the iieople, 
It should be least felt by the poorest classes. It should be perfect in its 
incidence, being spread over classes of different degrees of material pros- 
iierity in proportion to their incomes and general influence. It should bo 
complete^' returned to the countiy paying it in the forms of service done, 
amenities supplied, protection rendered and so on. It should lead to a 
greater prosperity of the commonwealth. It should aim not at equality of 
payment but of the equality of burden and sacrifice.” Now what do you 
mean bj' saying, “It should be completely returned to the country paying 
it in the forms of service done, amenities supplied, protection rendered 
and so on”? Don’t you think that this country gets what it pays for? 

A. — No; the Indian tax-payer does not get the iiroper equivalent of 
what he pays. 

Q. — Don’t you know that in the matter of taxation, you cannot get 
the exact quid pro quo? 

A. — ^Y’^e must get the greater part of it in one form or another. 

Q. — There is no rule of economic science which will support you — ^that the 
persons who pay the tax should got exactly so much measure of service 
and benefits from the State. 

A. — I do not understand what jmu aim at. If yo\i mean that some 
part of the taxes go out and that you cannot get any return in any 
form, I do not agree. I do not think it is the correct view. 

Dr. Paranjpye. Q. — You mean the individuals who pay any particular 
sum .should get a return? 

A. — ^When I use the word ‘tax-payer’ I use it as a common term. 

Dr. Dyder. Q. — Are you referring to the question of Home charge.^? 

A. — ^I am referring to many other chai'ges. ' 

Q. — YTiat others? 

A. — ^The Army charges, for instance. 

Q. — That is a large matter. YHietlier the charges are high or low, that 
is entirely a different matter. But the fact is that this country does get 
protection. 



A.— Up to a certain oxtoiit,_ right. But it pays much more than it 
ought to if tile protection of India is merely the protection of India alone. 
iMy point is, as_ I have pointed out, that the huge Army charges on this 
country are inflicted on account of the imperialistic jiolicy of the English 
Government and the English Government should he made to contribute 
towards the Indian Army charges. • 

Sir Pcrcu Thomiison. Q. — That is a question of expenditure which does 
not concern us. 

A.— We have mentioned expenditure merely to .show .that it is out of 
proportion and therefore the taxable capacity of India is over-strained. 

Q. — We have to find out whether the taxes levied in this country aie 
in accordance with economic principles; and we shall he very much obliged 
if you will hell) us in the matter. We have got nothing to do with 
the other e.xtrancous matters. 

A. — There should he a complete overhauling of the taxation sj'stem in 
India. 

The I’rcsiilcni. Q. — You say, “The ideal sy.stom of taxation .should he 
perfect in' its incidence, being spread oyer classes of difl'erent degrees of 
material prosperity in proportion to their incomes and general influence”. 
You advocate proiiortionatc and not progrc.ssive taxation? 

A. — I advocate progressive taxation. 

Q. — But you say it .should he in proportion to the incomes. 

A. — Tliat should he taken in its context. If I am asked to describe it by 
one technical name, I should call it ‘progressive’ taxation. 

Q. — How do j’ou charge ‘general influence’? 

A. — ^It should ho ‘general aflluenco’. 

J)i\ Jhjilcr. Q. — ^You do not think that the taxes as levied in India arc 
in accordance Avith the criteria you have laid doAvn? 

A. — I think they arc not based on equality of burden; income-tax. 
for c.xample. 

Q. — ^Income-tax is levied on, people with large incomes and small incomes, 
and the rates vary' in accordance with the size of the incomes. ’J’hen 
wherein lies the unscientific* nature? 

A. — It lies in this: that it is ba.sed on equality of 2 ’aymejit and Jiot 
on equality of burden or sacrifice. I take one concrete exanijAle. Just 
as a man begins drawing Bs. 165 a month, he starts paying income-tax. 
Income-tax is collected from him without any consideration whether he 
is a liacliclor, AA'hether he has got a large family, whether his income is distri- 
buted among his rclatic'cs and dependants and so on. 

Sir Fcrcy Thompson. Q. — How many of those Avho get an income of 
Bs. 2,000 and aboA^e a'j’ear arc bachelors? Do you know any bachelors 
Avho got an income of Bs. 2,000 and above? 

A. — ^The asse.ssmeut merely due to that may come to about IJ crores. 

Q. — Supijosing .you liaA’o a man with an income of Bs. 2,005, hoAA' much 
does ho pay by Avay of tax? 

A. — I should like to suggest that Avith regard to this particular tax, 
AAo must giAm alloAvanccs for dependants, relatives, children, as they are 
given in England. 

Q. — How ai'e you going to ascertain that Avithout making enquiries of 
an inquisitorial nature? Have you got a perfect system of birth regis- 
tration here? 

A. — 1 should sa 3 ’ so. The municipalities in Karachi and in Bombaj' 
do keep them. 

Dr. Varonipyc. ,Q. — In Booua the birth register is not Avorth the paper 
on which it is Avritten. 

A. — ^In that case Ave shift to a j-eorganization of the municipalities. 
It is so much tlie Avorse for the munici^mlities. If Ave reconsider the taxa- 
tion, pure and simiile, Ave should 'bring the.se considerations into the sub- 
ject. 

Sir Percy Thomiison. Q.— Only if they are practicable. 

A. — They are practicable in England. 
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Q. — Ccii'lainly. Ijccaubc tlicro, if a man says that he lias got 2o chihi- 
reti, you have only to go to the registi-ation oflico and find out. You do 
know' there with absolnto certainty. JJut if a man liere says that ho has got 
25 children, what check is there? 

A. — There is iirovision hero for a line if tlic birth of a child is not 
registered. 

Q. — That is only in Karachi and Bombay.. You cannot have one income- 
tax law for Karachi and Bombay and another for the rest of the country; 
elsewhere there is no security that the birth is registered. 

A. — The secui’ity must ho ensured. 

Q. — That is a very large order for the purpose of making a small in- 
come-tax allowance. 

A. — ^The only other remedy is to raise the minimnm limit to ]{s. 5,000 
a year. 

Q. — Have you made any calculations of its cost? 

A. — I do not want it to he so really. The minimum might ho kept 
whore it is and at the same time some allowance may he made. 

The rresulcnt. Q. — Tiien your propo.sals under Q. 30 are alternative 
and not cumulative? You make three projiosals there. The fir.st is that 
“the tax .should ho calculated on that amount which is loft after deducting 
from the general income an amount equal to the taxable minimum. 'J’ho 
method of graduation should he adopted by which this ahatonient should 
decrease in amount as the income increases”. Then in the second place, 
you would make an allowance “for the first child and then for each suhsc- 
quent child to the extent of four children”, 'rhcroaflcr, you jiroposo no 
further allowance. And you want to stop further increase of population. 

A. — I cannot stop it. As IMalthusian, 1 holieve that after the fifth child, 
in an over-populated country like India, no allowance .should he made. 

Q. — Then you propose to raise the inininuim to Bs. 5,000 a year. 

A. — ^That is an alternative. 

Q.— ^Y'ou have not indicated .that in the answer. You saj’ “among 
others, the following measures”. * 

A. — Yes. I have not indicated it. You arc right. 

Sir Pernj Thompson. Q. — Is that really your greatest quarrel with 
income-tax, that in a country where almost every man who earns is 
married and almost ovoryhody has a child, allowances are noK given? 

A. — No; that is not the most important, 'fhe most important it is what 
I have mentioned on jiagc 270. where 1 say that those firms and those 
bodies that are incorporated outside India and yet make most of their 
profits in India should ho taxed. 

Q. — 1 suggest they arc. taxed. 

A . — Only on their incomes here. Supiiosc there is a shipiiing comjiany 
incorporated in Kngland doing its trade in India.' The income-tax a.ssc.v.s- 
ment is made upon the salaries of managers that are serving in India and 
on the profits that have accrued in India. But the dividends that are paid 
to the shareholders who are away in FOngland or elsewhere are taxed in 
England. 

Q. — ^The whole of the profit made in India is taxed. What do you 
want more? Do you know of any country in the world which taxc.s a 
foreign personality which carries on part of its trade in the country on the 
whole of the profits wherever made? 

A. — The question is not one of foreign iiersonalit.y. 

Q. — You are taking a case of an English company which carries on 
part of its activities in India. 

A. — ^No; all its activities in India. 

Q. — Then it is taxed on the whole of its profits. 

A. — Let me develop the illu.stration. There is a shipping company 
started in India, which pays income-tax on its jirofits, on the salaries paid 
out; and further, the income-tax is reduced from the dividend that is 
paid out to the shareholders. 



Q. — Ifo; you liavc got it absolutely wrong. The compiuij' is taxed oil 
the wliolo of its profits, and then it is entitled to recoup it by’ deducting 
its tax from the dividends. You have got this English company which 
carries the whole of its activities here. It is chai'ged to income-tax on the 
whole of its profits. 

A. — ^If that is so, my point is granted. 

Q. — Then according to j'our admission, your greatest quarrel with the 
income-tax is gone. - 

A. — ^You will have the next greatest now, that is, about the middle 
classes not being exempted oven though the bui-den on them does not 
entitle them to bo assessed. A man drawing Rs. 2,500 or Rs. 3,000, with a 
large family, docs not get anj’ allowance for marriages, dependants, etc. 
]f that is granted, 1 think one of the biggest quarrels with regard to in- 
come-tax would be remedied. 

The Fresident. Q. — Is not the exemption limit in England iiractically 
the subsistence limit? 

A . — \ should say so. 

Q. — ^And the exemption limit in India (which is at much the same 
figure) is considerably above the subsi-stence limit in India? 

A. — I should like to differ there. I believe that the standard of sub- 
sistence in India should be greatly increased, and it is being increased 
among those middle classes who arc trying to lead or have succeeded in 
lending a Western sort of life. 

Q. — ^But at tho same time you say that Rs. .2,000 is the average 
subsistence limit in India. You quarrel with Messrs. Shah and Kliambata 
with regard to their estimate of Rs. 116. 

A. — That was after considering labour and other things. Rut we are 
talking about the income-taxable classes. 

Q. — In England wo do not talk of income-taxable classes. We onlj’ get 
a subsistence limit. 

A. — I should put it this wiiy ; that the minimum being Rs. 2,000, a man 
drawing Rs. 2,000 in India really docs not save anything. 

Dr. Famnjpj/e. Q. — ^MHicn 1 was studying in England I was getting 
a scholarshij) of £200 a. year. It was not enough for my maintenance, 
but 1 was taxed on that scholanship because it was above the taxable 
limit. 

A. — You were alone and you wore .studying. 

Q. — ^Yes;_my expenses wore far greater than what I was getting from 
the scholarshii). 

A. — ^1 do not know how you gob on like that. 

The J’resideiii. Q. — If you arc going to give allowances you should 
reduce tho minimum. Then you will have the two countries on an equal 
footing. 

A. — J do not think the minimum could be reduced; if anything, it 
should be increased. 

Dr. Under. Q. — On tho very fir.st page of your memorandum you say, 
“We, therefoj-e, have attempted to re.strict ourselves to a general 
criticism of the present j)o]icy' and pi-actico in taxation and to 
locommondatioiis and suggestions for certain uncxploited or ill-o.x- 
ploited sources of revenue, and an outline of a definite policy that we 
think tho Government in all conscience should adopt to enrich the trades 
and commerce of this country through taxation”. I sui)pose this would 
also be one of the tests of an ideal .'■ystem. 

A.— Yes. 

Q. — Then it comes to this: that tlie Government should put on certain 
duties, one of the principles as laid down hero being that “It should be 
least felt by the pooi-est cla.sses”. Arc you aware that the one aim 
conflicts with tho other? How do j’ou get out of that? 

A. — ^Now if you take tho example of cotton excise duty, 1 know that 
the foreign imported manufactured article is much cheaper to the poorer 
classes than the article which is manufactured here. But I tliink_ the 
poorest man must be prepared to sacrifice something, if ultimately it is 
going to make the cotton trade prosperous. 
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Q. — If the Govcriiinoni adopted an all-Tound policy of putting on these 
diilios 

A. — J do not say ‘all-round’. 

Q. — To enrich trade and coinniorco hj' using this instruniont of taxation 
really comes to this : that the Govcrninont should tax those who haA’e got 
nothing for the benefit of the people who have got everything. 

A. — Not exactly that. Suppose we keep some countries like England 
or oilier countries of the Empire outside the iiurview of this taxation and 
severely tax the imports from Japan or anj' other country that does not belong 
to the Empire, we will be doing much good to the imperial preference ques- 
tion as well as no harm to Japan or any other country that wants to trade 
with us. The man who i;, out in tlie market to buy one yard of cloth has 
got a wide choice among the foreign cloth. Between the cloth manu- 
factured at Manchester and Tokio or Kobe, 1 should see no reason why 
Tokio or Kobe should beat the Tndian goods simultaneously with Manchester 
or Lancashire goods. Up till now, protection or a protective tariff as a 
matter of policy has not been considered very seriously by the Government 
except perhaps for the discussion that is being held now. I have said some- 
where in the evidence that those industries that arc in infancy and require 
such protection must be given that. 

'Ihc Vrns'ulcnt. Q. — You saj' that the Government should lay it down 
as its policy the adoption of the principle of a protective tariff in respect 
of all industries that are in their infancy? 

A.— Yes. 

Hit- Percy fhonnism. Q. — Do you know of any industry that is not in its 
infancy when it comes to protection? 

A. — I am sorry there is no such iudu-stiw. 1 will take now the industry 
with which J am connected — the .shipping industry. ] live at Karachi. Sup- 
pose 1 come to Bombay; 1 am a deck passenger. J pay Bs. 10-12-0 as faro,* 
the distance being about 500 miles. Between Cutch-,^Iandvi and Bombay 
I have to pay the same fare, because there is no competition. On account 
of the free-trade policy, it allows the ship])ing company that runs between 
Gutch-IMandvi and Bombay to charge whatever it likes. 

The President. Q. — Why should not the Indian shiijping companies 

reduce the fare? 

A. — When Indian companies tried to meet unfair competition, for want 
of protection they were driven to liquidation. ‘ ‘ 

Q. — Perhaps the number of pas,sengers betiveeu- Cutclr-Mandvi and 
Bombay is less. 

A. — No; the number of passengers is not less than 18,000 per year 
while the number of passengers between Karachi and Bombay is no less than 
6,000. This question has been well threshed out. There are manj* industries 
which deserve protective tariff without putting the consumer to any 
extraordinary loss. 

The President. Q. — You then want to tax all foreign shipjjing com- 
panies. Will it cheapen the cost to the passengers? 

A. — ^IVe are talking about foreign shipping comimuies. Karachi is 
visited by all colours — especially Dutch, Italian, and Japanese. There are 
British lines also coming to Karachi. Wheat and other grains are exi^orted 
in very great quantities from Karachi to German ports or English ports and 
.sometimes to America also. If we impose a certain tax 25er ton on wheat 
exported from Karachi out of India, that will fall on the consumer, either 
in America or Germany and not on the consumer in India. 

Sir Percy Thompson. Q. — Would it not tell against the producer in 
India ? 

A. — It will not. The freight has been fluctuating very violently. Last 
year, from 6 shillings in one case and from 16 shillings it went uj) to 
42 shillings per ton. 

The President. Q. — Then you are a whole-hearted supporter of imperial 
preference ? 

A. — If it benefits India. I do not want England to be regarded as a 
foreign country. I know the interests of India and England ai-e closely 
intei-twined. But we do not want that Dutch and other foreign countries 
should get the same benefit. 
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Dr. Hijder. Q. — ^Let us now come to the other taxes. You sav that 
they are unscientific. 

A. — I will take excise, for instance. The handling of that ta.x has 
been tip to now from the iioint of view of revenue, and not from the point 
of view of the moral progress of the -'country. I have stated that I am 
not in favour of total prohibition; but at the same time, I do believe if 
the Government keep in mind the point of view of the moral progress of the 
cduntiy .... 

' Q. — It has been trying to do so.^ It has been pursuing the policy of 

reducing the number of .shops, of rationing, and cutting down the number 
of licenses. 

A. — And thej' are getting more money. 

The President. Q. — Are you supporting the Report of the Excise 

Committee appointed in 1922 bj' this Government.? 

A. — ^I support the recommendations of that Committee. 

Q. — ^IVhen the- Government abolish all -shops within an area of 
27,000 square miles and sacrifice a revenue of four lakhs, do you s:iy that 
it is entirely from the point of view of revenue they handle the excise 
policj'?- 

A. — ^It should restrict the consumption. That might have been done 
in the interest of the inhabitants in a particular area. The view of the 
Government has changed since 1922, I admit. 

Q. — I shall give you an instance of what happened before 1922. Govern- 
ment sacrificed a revenue of four lakhs in oi-der to benefit an unsophisticated 
hill-tribe. Do you mean to say that they looked at it from tlie point of 
view of revenue? 

A. — This is a single swallow that cannot make the summer. 

Q. — ^For 5 'ears past they have been closing shops altogether in ccH.oiii 
taluks. 

A. — ^Il^hat I want is that an imperial policj’ should be adopted lo 
achiavo flie end, though gradually, still surely. 

Q. — ^Thcse things are being done in places where it is possible. 

A. — Though it may not be possible to adopt it for the whole country, 
still I think it can be adopted in most places. 

Dr. Paravjpye. Q. — ^You are a Gujarathi. Do you think it possible 
to close down all the shops in KairaP 

A. — I do not support wholesale closing down. 

Q. — ^It should be practicable. 

A. — Yes. I am speaking from memory subject to correction by 
Dr. Paranjpye. In the Bombay Council thei-e was a discn.ssion on some 
toinjicrance proposition. Soon after that at the time of budget grant, 
a demand was made for starting a 'new distilleiy which was estimated to 
bi'ing an income of 10 lakhs. 

The President. Q . — You suggest that the Government proposed to open 
-a new distilleiy which was estimated to bring an additional levenue of 
10 lakhs. 

Dr. Paranjpye. — I think he is wiong. It was for closing existing 
distilleries and opening a new one whose working would be more economical. 

A. — Soon after this an informal conference of some Government officials 
and responsible pieople was held at Poona. The opinion held as result of 
that conference — at any rate that was tlm impression given — was that the 
cau.s'e of iirimavy education would suffer if teniiierance made anj' headway 
in the province. 

Q. — I think you have read the latest resolution of the Bombay Govern- 
ment on the subject. 

A. — ^After 1922 I have nothing to say against the Government except 
that tliey might adopt a stronger attitude. 
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■ Dr. Jlycler. Q. — Do_ you tliink by enacting a prohibition Ian-, Govorninent 
can improve the morality of the people? 

A. — ^America lias tried that experiment and we may also follow thorn 
in some respects. 

The Fresulent. Q. — ^Do you know the consequences? 

A. — Boot-legging. But we may not be so drastic. 

Q. — Have you road the official statistics of America with regard to the 
result of prohibition ? 

A. — I know they are very disappointing. Total prohibition in a eountrv 
like India is not possible. There are certain .sects of jiooplo who make it, 
religious to drink — the Shahffts for cxamiile. “ 

Dr. Dq/dcr. Q. — Let us now come to land revenue. You say that the 
cadastral survej’ is not jidcquate and comprehensive. 

A. — suggest further. . . . 

The President. Q. — Do you suggest thereby that certain lands havo 
been omitted from being surveyed and consequently the land revenue is 
not being fully paid up? " 

A. — YHiat T mean is that the low paid officers . who arc practically res- 
ponsible for the survej’ are not .so well trained. ' - 

Dr. Dyder. Q. — ^Do you mean to saj* that patiraris conduct sui’vcy? 

A. — They make the surveys and the classifications on guesses and 
conjectures. 

The President. Q. — Is that how measurement done in Bombay? 

A.- — ^Yes; the Settlement Officer oomts last. 

Dr. Uyder. Q. — Do you suggest that lands are being left out of the 
survey? 

A. — It is likely. I will give you one instance. Suppose there i.s a 
forest area. Just near by, there are cultivated lands or waste lands. They 
are put under survey but they are not included in the cultivable lands. 
These are cultivated. Till a regular survey- is made these are regarded as 
uncultivablo lands. The chief difficulty about arriving at an adequate idea 
about the prosperity of a particular period or year is whether the cro])s 
are fairly estimated or not. I shall take, for in.stance, the Bankura 

famine of 1917 or 1918. The existence of famine Avas recognized by 
Government after several hundreds of people Avore left homeless and 
shelterless. 

Sir Percy Thompson. Q. — ^IVbat in the AA-orld has it got to do AAith 

taxation ? 

A. — Because these crops are assessed. 

Q. — ^Lands are assessed according to the quality of the soil. The a.ssess- 
mont of the eroj), no doubt, is desii-able. lYhat I want to know is Avhat 
connection has it got Avitn taxation. 

■ A. — Suppose I am a farmer. The assessment is based on the profits 

I make out of the crops. If the crops are adequate. . , . . 

Q. — It -is done according to the quality of the soil. 

A. — Suppose I own certain acres of- land. My lands are assessed. In • 
one year I make good profits and pay the assessment correctly. For five 
years afteiwards I get no crops. I say; “My crops are not adequate; 
please excuse my not paying the asse.ssment.” I am told, “You must pay, 
because your lands are assessed.” Therefore, the estimate of crops is 
a vital point. 

Q. — If the crops do not grow you arc not asked to jjay. 

A. — ^Unless you estimate the crops and if the patwari simply goes and 
.sees and says it is worth 4 annas or^6 annas it cannot be a correct A'aluation. 

Q. — ^The estimate of the crop has nothing to do Avith the remission of 
the land revenue. 

A. — ^IVoiild you enlighten me. Sir, what_ Avas the motive of the Kaira 
trouble in this Presidency? Tliei’C Avas civil disobedience set in, because 



the people did not want to pay on the esliinalc of the eight annas or r-Iiiv 
annas crops which, they said, w.a.s not really ahonl three oi- four annas. The 
Government .said it was S or 9 annas crop and the people said it was’oi iy 
3 or 4 annas croj). So there was nothing between these two to .«hnw what 
the real e.stimale was. That is whj’ I want an indo])ciulent body to 
decide this question. 

There was a difference of opinion in the estimate of the crop ,and that 
led to the .struggle. "What T am driving at is that land assessment* which is 
based on land revenue is very often modified by the estimate of the cr'')|)s, 
and the estimate of the crops is the point where the farmer, and the 
a.ssessjng officer differ. 

Dr. JJyder. Q.--Doos not Lhe S^tt’ement Officer take series of years, 
say, 15, 20, or 30? ‘ 

A. — ^Yes. 

The President. Q. — :Had the Kaira trouble to do with the land assess- 
ment or the remission of land revenue? 

A. — It was with regard to i-emission for that particular year. 

The Hlaharajadhiraja Bahndvr of Durdwan. — T think hfr. Buck 
said- that during the ienn of .settlement if annan had a forest and cleai-ed 
the forest aftei-wards it was not asse^-sed straightaway. 

The President. Q. — No: if he took tip Government fore.st for cultivation. 
Could you please explain what that point is? 

A. — ^You mean the point that is raised by the Maharajadhiraja? 

0. — Yes, cultivating the forest without a remission. 

A. — The point was this. Supposing there is a farmer who has 
got 50 acres of which ho is onlj’ actuall3' cultivating SO acres, and then by 
better education or irrigation ho is able to cultivate 40 acres. 

Q. — He has got 50 acres, that is to saj', he holds title for it, then he 
pa5’s land revenue for it, whether he cultivates it or not. 

A. — He pays for the whole 50 acres. Now, when he is pajung foi 
60 acres, he is actually cultivating only .30 acres, and after ore 

or two 3’oars he is cultivating 40 or 50 acres. Of course, the 

assessment officer who is always kind to the farmer takes into consideration 
the fact that though the man jmssesses 50 acres he has actually cultivated 

only 40 acres. Therefore, while he is making this asses.sment he makes 

the assessment on this basis. 

Q. — You saj' that allowance is given for the land which is not cultivated 
owing to the inabilitv of the farmer. 

A. — ^Not officially of course, hut if you were" an assessment officer yon 
will take these things into consideration. 

Q., — You might take a converse case where a man has got 50 .aci'es 
but actually' cultivates more; what is your proposition with regard to it? 

A. — Then of course, the revenue now taken is not sufficient but it 
ought to be assessed more. 

Q. — Then ymu assume that Government loses revenue through the kind- 
heartedness of its officer.s who di.sobey tlic orders of the Government. 

A. — ^It is not disobedience. I- think the asse.ssment officers have got. 
discretionary' powers in assessment. It is not put down exactly for one 
acre so much and so on. 

Q. — ^You fix what is called the maximum rate for tho particular crop 
in anna rates? 

A. — ^Yes, the classification of land is made. 

Q. — ^You apply the rate to the area for the particular class of land? 

A. — ^In this case the officer might give him a lower class. 

Dr. JLyder. Q. — You say tho incidence of taxation should be determined 
by' undertaking a thorough investigation into family budgets, etc., and also 
an elaborate economic enquiry. I suggest to y'ou that it is not ncce.ssary, 
because death duties or succession duties will bo paid by people who have 
got property’ beyond a certain figure, that is, people who have got R.s. 5,000. 
Bs. 10,000,' People .who have got projierty below this figure won’t ‘pay. 
Before we come to this question, how are you going to operate thi.s through 
tho registration laws? 

VI— 87 
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A. — The question about succession and death duties has been opposed 
all throughout India oil two grounds ; one is if it is leried upon inheritanoe, 
it would not operhto well in the Ilindu joint-family system in India. 
Therefore, a fixed minimum is suggested. As soon as_ a man dies, the 
documents of his property will have to pass through certain official channels, 
saj’, the Ecgisirar, or while yon take the probates or lettens of administra- 
tion, etc. 

The 'President. Q. — You suggest this is the present law or the law 

as you would have it? 

A. — The present law. Sir. 

Q. — ^Under the present law you need not take always a probate or 
letter of adniinistration ? 

A. — When my father died I had to take a probate. 

Q. — But your father probably l.-'lf a will. If ho had- not left any 
will, 3 'ou would have been under no obligation to take a probate. 

A. — M 3 ' suggestion is that before the property’ passes on from the dead 
man to the living i)eoplo, it oxiglit to bo brought within the cognizance 
of the authorities. You will have to do .something to obtain this end. 

Q. — ^You would extend the present probate law to all the communities? 

A.— Yes. 

Q. — What is the moaning of ‘operated under the registration laws’? 

A. — In cases where probates or letters of administration pass. through 
the Registrar, they might bo operated in that way’. 

Q. — Then you propose a graded .scale of the duty from 0.25 per 
to per cent. But in actual practice the dutis go uj) to .1 per cent. 

A. — ^You might make it 3. When I was discussing this question .1 had 
an idea that 3 might be reduced to 2^ per cent. 

T)r. Paranjpye. Q.- -In other countries the dutias go up even to 50 yier 
cent. 

A. — ^Yes, on higher incomes. 

Dr. Hydcr. Q. — You would .subscribe to this principle that if the 

estates are very largo, the rates should bo higher? 

A. — Surely. , 

Q. — You want certain things to bo done for the benefit of the merchants 
in this country. What 's that? 

A. — I want something like a statistical bureau. 

The President. Q. — You think that that will bo of no uso in determin- 
ing the incidence of taxation? 

A. — As it is, it is of no use. MHint I propose clearly is this. There 
is no use of taking a census as suggested ill ono of your questions, because 
it will take a lot of time, and before if is complete the statistics taken will 
become out of date. 

Dr. Dyder. Q. — You agree with Mill that indirect taxation is only' 
less felt but i+ is none the less paid, in a conscious manner mostly thi'ough 
a third’ party? 

A.— Yes. 

The President. Q. — There is a passage which seems to be very 

contradictory. You say: “Up to a certain limit, which should include 

some wholesome and popular smokes and drinks, only' a nominal tax .should 
be levied. Then for each Higher brand group an increased tax might be 
levied. If it deters the sale of the higher brand, it will surely increase that 
of the lower ones, and there Avill not bo any’ serious loss of revenue”. How? 
On the lower ones y'ou are going to have nominal rates? 

A. — I'he contradiction is only’ appareirt, not real. I mean this. For 
ordinary' grades, if y’ou don’t mind my’ naming those things. Gold Flake 
or 555 c’garettes which are universally' consumed by the ordinary people, 
you might put a nominal tax. , "SVlien you go to Havana cigai’s, ' then 

increase the rates. For Havana No. 1 you might make the 

tax prohibitive. People who are not able to smoko thi^ might go in for 
Havana No. 2. Then there will be an addition to the number of people 
already smoking Havana No. 2. So if it deters the sale of the higher. 
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bniiul, it will surely increase that of the lower ones, hut thoio will not ho nnv 
serious loss of revenue. Tiie smoking will bo distrihulcd between the brands 
immediaiolj' lower. 

Q'~You say that '‘Interest paid_ out of Indian rovonue.s on the storiiiv’' 
securities of the Govcriiinent of India sliould bo taxed in India.” Do you 
want India to repudiate its own obligations.? 

A. — ^NOj Sir. 

Q- — When you issue thu prospectus, on the face of it you say that 
interest on these securities will be free of Indian income-tax. Are yon 
going to go back on that promise? 

A . — Nob exactly like that. In the Homo charges an item is taken .as 
interest paid on Indian debt, and on that a tax is actually levied under iho 
English income-tax Act. 

Q. — That has nothing to do with yon. 

A. — I am on] 3 ' referring to that with tlie intention of pointing out that 
the interest should be paid in India; we should then got the benefit of 
that income-tax. 

Q. — ^But 3 'ou have alreadj' made a contract that you would not charge 
any income-tax on it. It does not matter to you if anybody else charges 
it. 

A. — am not referring to the tax-free securities. 

Q. — ^Yoii are talking about sterling securities about which it is plainly 
stated that they will not be subject to the assessment of Indian income- 
tax. 'I'liorc is a contract. 

A. — ^If there is a contract, it is all right. But if there s no contract, 
you will have to charge. On future loans you should not make tliat 
contract. 

Q. — Do you think people will take up your securities at the same rale 
of interest when it is subject to a tax? Don’t j’ou think that it is quite 
improbable? 

'A. — quite understand your point, but I believe that the rates already 
paid Government are a bit higher than other Governments pay, and 
I think the Government of India have greater credit than that. I think the 
6 per cent rate is too high a rate. 

Q. — What about jmur 3J- per cent loan.? 

A. — On that wo do pay income-tax. believe the rates at present 
qiioied in tiio cxciiaiigc mai'^et for Government paper is not duo io uny loss 
of financial prestige, but it is duo to many other reasons. You will, 
excuse me for mentioning this : whenever a _ small confusion arises in 
anj' part of India, a panic is created at once in the minds of the people 
that affects the exchange market and the rates go down. I should not also 
forget to moiitioii that the per cent loan went down only because the G jior 
cent loan during the War time was being so much popularized. I consider 
from 31 per cent to 6 per cent a vciy big jump. For instniico, the Port 
Trusts have succeeded ever.vwhere witli 41 per cent loans. 

Q. — ^Your suggestion is that Indian Government has iiaid a higher i-ato 
of interest than it need have done? 

A.— Yes. 

Q, — You mean to say then that India’s credit would bo bettor than 
England’s ? ^ 

A. — ^That does not exactlj’ come in hero. 

Q. — ^England had to pay 6 ]ier cent. 

A. — would say then the English Chancellor of Exchequer made a 
mistake and the Indian Finance Mini.stcr copied that inistako. T up 
not believe in higher rates of interest. Wliat I suggest is that it _ is 
perfectly open for anj'one to criticize the Indian Government for paj'ing 
highdr rate of interc.st than it needs. 

Q. — It has not paid anj higher rate ol interest than an.v other countries. 

A. — But the conditions in India are clifferont. In England side by 
side with Govornmeiit there are vorv big concerns where people can invesi 
their mone.y. In India that is not the case, they will have i.o depcir.; 
upon the Government only. 
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Sir Percy Thompson. Q. — Suppose you Avisli to raise a loan of 5 per 
cent and that depreciates to 90 rupees, can j’ou issue another loan at par 
at the same rate of 5 jier cent? 

A. — The question about the credit of ICugland and India differs in 
this. In England there are very able financiers vho control tlie banks 
which pay very good interest, rather the same interest, if not more. But 
here in India a judicious investor has either to go to mills or banks which 
give as much as 6 per cent on fixed depo-'^its. The Imperial Bank of India 
does not pay more than 5 per cent in exceptional cases, and sometimes 
it pays only 4 per cent. That is why people go in for higher rate of 
interest as 6 per cent. 

Q. — ^IrVe issue a loan oh 5 per cent interest at Bs. 100 and it has 
gone down to Ks. 90 : do you think that you can issue another loan at the 
same rate? 

A. — I think you could. 

Q. — Bo yon think people would be foolish cjiough to i)urchase it at 
Its. 100 instead of purcha-sfug the same thing in the market at Bs. 90? 

A.— In that cdsc only a very slight increase is noccs.sary, say, per 
cent. 

Q. — Wherea.s in England when the 5 per cent loan stood at a premium. 
Government issued a loan at per cent, and in India when that 5 per 
cent stood at 90 rupees, lliey had to issue another loan at 6 per cent. 
Could you have got the money if you had offered less than that? 

A. — I put it again to you that from SJ- per cent to 6 i)cr cent is a 
very big jump. 

T)r. Puranjpyc. Q. — Is it not a fact that at that time they issued 
a conversion loan and that was during the War? 

A. — Government wanted money and they raised loans one alter another. 

Sir Percy Thompson . Q. — Do you know of any case where the o.xisting 
loan or the last loan stood at a premium and Government offered another 
loan at the same rate of interest? 

. A. — I have not known such a case. 

Q. — The fact is that i)coplc will not subscribe to 100 rupees loan ai 
5 per cent, when they can buy it in the market for Bs. 90. 

A. — Surely. 

Q. — Would you invest in it? 

A. — I do not think a particular case would applj’. My suggestion was 
oven now that the rate of interest i.s too high and the issue of loans free of 
income-tax should be done away with. The mistake was that loans free 
of income-tax were introduced at the beginning. 

Dr. Hyder. Q. — You say in provinces whore cai’oful enquiries show 
that the farmer has benefited by the above ameliorating iiifluencos, a tax 
on higher agricultiiral incomes should be levied. Do you think the estimates 
made by Messrs. Shah and Khambata are quite correct? 

A. — I do not think so. 

Q. — Have j’ou travelled in all parts of India? 

A'. — Not all parts of India, but I have travelled in the sotith and some 
Indian States. 

Q. — We have nothing to do with the Indian States. But arc tliei-e very 
large estates in the Bombaj' Presidency? 

A. — Not many, but there are largo estates in Madras, Bengal and the 
United Provinces. 

Q. — You are aAvare that there are few large estates in the Punjab? 

A. — ^Yes. 

Q. — ^Do you think that all these estates put together, you would be 
able to realize 16 ci'ores of rupees? 

A. — 1 do not agree with that figure. - 

The President. Q. — ^You say it would not be much less? 
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A. — Sir, discussing that particular thing should not forget 
that Mr. Shah himself is against permanent settlement as ' at present 
obtaining in Bengal. His chief objection is that very often the zamindar 
does not himselt pay out of his own profits, but shoves it on his raiyats. That 
is why he took the first assumption that if permanent settlement was dene 
away with and zamindars were directly taxed, then he came to this con- 
clusion. 

Sir Percy Thompson. Q. — ^If you make the zamindar pay by abolish- 
ing permanent settlement and there was income-tax on agricultural incomes, 
the income-tax that you would be able to realize would be much less. The 
reason is that as the land revenue tliat he will pay is deducted from the 
profits, the profits on which you would chaige tax would be less, not more. 

A. — Hotv much less would it he? 

Q. — ^It would be less by the amount 5 mu raise the land revenue. If you 
raise land revenue, you lower the proceeds of the income-tax. 

A. — ^I think the position has been misunderstood. As it is, to-day the 
zamindar pays less. If he is taxed and the permanent settlement is done 
away with, ho will pay moie. That i^ the assumption. 

Q. — ^If you have permanent settlement and you ijut an income-tax 
on - agricultural incomes under existing conditions with the permanent 
settlement, you will get so much income-tax from the zamindar. If you 
abolish permanent settlement and make the zamindar pay more land 
revenue and then put on income-tax, you wdll get loss. 

A. — ^What I say is, Mr. Shah is calculating after assuming that the 
permanent settlement had been abolished. But I do not assume that the 
liermanent settlement is doire awaj' with. 

Dr. Dydcr. Q. — TS^hat is your idea of an absentee landlord? 

A. — A. man who becomes the real owner of a farm by mortgage who 
has a lien on the profits as well as on the crops. 

Q. — ^You would have an income-tax on agricultural incomes and then 
a tax on the absentee landlords? 

A. — Yes: if they get much profit, they must be taxed. 

Dr. Paranjpyc. Q. — If a man wdio holds a piece of land lets it out on 
rent for cultivation, you would charge a tax on that? 

A. — Yes, in the interests of agriculture. I Ir^mw an instance where a 
man possesses land enough to make a small village which he lets out to 
petty farmers. The small incomes of the farmers are not enough to be 
taxed, but the aggregate income which the man levies from the farmers 
can be taxed. 

Dr. Hyder. Q. — He would have to pay land revenue, an income-tax on 
agricultural incomes and on the top of that, there would be. this 'dis- 
cr'minating tax, if ho is an absentee. 

A. — ^Yes. . 

The Prcsklcid. Q. — You are going tc, kill him by taxes. 

A . — 1 do not think it would be economic murder. 

Dr. Syder'. Q. — ^IVliy* do you want to levy a tax on higher class tickets for 
travelling ? 

A. — Because you travel by a highcr-class not Idccuuso it is a necessity; 
but it is more or less a luxury. 

Q. — That is the view-point of one man; others may have different 
views. ^ 

A. — ^That rvould not make auy difference. If I have that view, I am 
bound to put it forwai'd. 

Q. — Do you think that all people should travel by third class? 

A. — ^No : but ' if I am prepared to pay double the amount of third- 
class fare, I must also be prepared to pay about 8 annas more to Govern- 
ment, if my comfort is to 'be looked to. 



The President. Q. — ^You suggest a tax on all monopolies; I take it yoti 
refer to private monopolies and not to Government monopolies. 

A. — ^I'hat is so. 

Q. — Would you give us an instance of a private monopoly f 

A. — There is the salt monopolj' in certain parts of the country. 

Dr. Paranjype. Q. — ^That is a Government monopolj’. 

A. — ^But there are sul)-coutractors. 

The President. Q. — You moan to say that there is a salt ring which 
operates to raise tlie price and you would tax their special profits. 

A. — ^No. So far as salt' is concerned, I have pointed out that the more 
interest Government takes in opening shops in rural areas, the !)etter for 
the consumer. If there is a monoi)oly, it should ho taxed. 

Q. — We presume you know of some monopolies on which you would 
impose a tax: .please give us an instance. 

A. — I tlTiik the f|Uostion occurred whether mono])olies siiould ho taxed. 
I cannot tell of any monopol3' that needs an increase of taxation. 

Dr. Ilyder. Q. — ^You advocate a registration fee on marriages? 

A. — Yes, it would not bo felt. 

Q. — Don’t you think there might bo the fear of iiriosts saying that 
Government arc intorfering with their sacred rites? 

A. — 1 do not think so, because, as I said, oven if wo accept the prin- 
ciple of prohibition, there would bo some sects in India that would sa.v 

that Government arc interfering with their religion. 

Dr. Paranjpye. Q. — ^You would lake the risk? 

A. — I would like to. 

Dr. Ryder. Q. — Do you advocate this purely ns a revonuo measure or 
for some iilterior purpose? 

A. — I do it purely for revenue {purposes. I am against over-population, 
but 1 do not believe in wholesale cohbacj'. 

Q. — Do 3 'ou think that the people would bo in a position to paj’? 

A. — I should think so. In fact, thoj’ are paying such a tax in the 

State of Baroda in a different form. 

Q. — Can you toll us something about the fee that is levied in Baroda? 

A. — It is a sort of registration fee, about eight annas for the brido 
and about eight annas for tho bridegroom. 

Dr. Paranjiiye. Q. — I thought it was a fine for child marriage. 

A. — When any partj’ marries in Baroda, this fee is levied in order 
to assure" tho Government that tho brido or bridegroom is not a child; 
thej’ have to state the ages of the' parties. 

Dr. Ryder. Q. — Is there not a tax alreadj' on motor caix? 

A. — ^I want to levy more on higher grades ^f cars. For ' instance, a 
Ford might not pay a tax, after all it is not a car proper, but higlier 
grades of cars might be taxed higher. 

Q. — Has it occu3'ied to you all through this discussion that you are 
singling out classes for taxation? 

A. — ^Yes, I am : that should bo tho main principle in taxation. 

Q. — I thought tho ideal system was to spread over the taxes over all 
classes. 

A. — No. A man who possesses ’ a motor car should contribute a larger 
share to tho revenue. 

Q. — If a man is a landlord and then an absentee landlord, when ho dies, 
when he travels in a railway and travels first class, if he marries and 
so forth, you are heaping up the ta.xes on certain classes. 

A. — ^That is only a way of putting' it. Tho point is that the richer 
man should pay more and the 'poorer man should bo made to paj' less. 
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Q. — ^You suggest a tax "on servants after a minimum number : what 
is your minimum? 

A. — I would suggest that you should take the income of the man and 
give him servants accordingly. 

Q. — How many servants would you allow a rich Maharaja? 

A. — You are taking an extreme case. For a man earning a minimum 
of Rs. 166 in a place like Bombay, I think two should be quite sufficient. 

V The President. Q . — The effect of your tax would be that the man doing 
business, who keeps a small cstabrshiiicnt and a small number of servants, 
would be exempted from the tax, and that the man of an old family, 
who has position to keep up, but has a decaying estate, would have to pay a 
very heavy tax. 

A. — If he wants to keep up the ostentation of his family, he has to 
pay some tax. 

Q. — ■'We have been told that a tax on houses would be very unfair on 
the members of certain old families who -have genteel responsibility to keep 
up. 

I)r. Paranjpye. Q. — Could it not be a progressive tax, i.e., on one 
ser%m.nt it maj’ be a nominal tax, and a little more if there are two 
servants ? 

A. — I suppose that there should be a minimum limit as well. 

Q . — A servant is not an absolute necessity in the ideal state of society. 

A. — ^1 should say that in tbs pro.>ent state of society, servants are a 
necessity to a certain extent. 

Dr. Ryder. Q. — ^You suggest a tax on advertisements other than short 
adverti-iements ? 

A. — ^Yes, medicines, circuses, theatres, etc. 

Q, — Do you think you could realize much money out of these? 

A.— Yes. 

'q. — H ave you made any estimates? 

A.— No. 

Dr. Paranjpye. Q. — Would you tax advertisements posted on streets? 
Such advertisements are taxed in France bj' means of a Government stamp 
which is put on them. 

A. — ^Yes, if jmu could devise means. 

Dr. Ryder. Q. — ^You say you would levy a tax on tourists from foreign 
countries: have you any idea of the amount of money tKht Government 
would realize if it puts, say, a tax of Rs. 10 a head, and what re-actions 
would be caused? ^ 

A. — have gone into that question. 

Q. — ^How many tourists are coming into this country? 

A. — ^Not many. 

Q. — Do you consider that for the sake of a few thousands Government 
should take all this trouble? 

A. — 1 do not think it is taking any trouble. A pilgrim tax is at 
present levied by several municipalities, and in several places it is willingly 
'paid. You may suggest that the pilgrim has reasons of sentiment for visiting 
a i^lace of religion, and that sentiment does not exist in the case of 
tourists. A man who goes to" the Eleplianta Caves has to pay 4 'annas 
for the upkeep of the caves; he m'ght as well pay 5 annas, one anna going 
to Government. All places of interest might be so taxed, and all tourists 
who come from foreign countries to India might be taxed as a whole, 
because they enter India. 

The President. Q. — ^Does not the Port Trust at present tax everybody 
who lands in India at the rate of one rupee per article of baggage 
landed? 

A. — That goes to the Port Trust. 
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Q_ That can hardly he a payment for the services rendered and it 

must yield a great deal more than the cost of the staff that supervises the 
landing of the baggage. It amounts practically to a tax on persons 
entering the country. 

A. — ^But all that goes to the Port Trust. 

Q. — Otherwise, would that serve your purpose? 

A. — I am not going to suggest that the Port Trust should remove 
that tax. 

Q. — Do you think it is a desirable form of tax? 

A. — I think’ it is iniquitous, so far as the Port Trust is concerned.' 

Dr. Uyclcr. Q. — But would you have a poll-tax? 

A. — Yes, on tourists. 

The President. Q. — It would amount to the same thing. Would you 
say it is iniquitous if it goes to the Port Trust and a very good thing if 
it goes to Government? 

A. — A tax on baggage is iniquitous, because very often, a huge piece 
of baggage weighing more than 200 lb. is paying one rui)ee and a very 
small deck chair carried for the purpose of sitting on the deck also x^aysf 
one rupee. The poll-ta.'C is more equitable that way. 

Q. — Would it ho a sort of poll-ta.c graduated according to the amount 
of your luggage? 

A. — The aggregate amount might bo weighed instead of a levy as is ' 
done at present. 

T>r. Ilyder. Q. — The same objection would bo applied to a ijoll-tax: 
the poll tax is a tax of so much per head, whether the man is rich or poor, 
blind or maimed, sick or healthj’'. 

A. — ^Tou could make a differentiation, as they do at present in pilgrim 
centres. If you go to Nasik and say jmu have gone there only for 
pleasure or on business, you are not taxed. If you have paid the tax, 
you can recover it the next day from the municipality. So too in many 
places of pilgrimage. A man coming to India from America in connec- 
tion with the bushiess of his firm recovers the tax, if levied, or is not 
taxed at all, and only a man who has come merely to look at India might 
pay. Of course, you have to take the man’s word for it, as we do 
take it in the case of pilgrims. 

Q. — ^A tax on hotels : would you give us a definition of the term 
‘hotels’ ? In Indian hotels, there would be no knives and forks, but in 
hotels owned by Indians and run after the European jnanner, tliei-e 
would be knives and forks. One index of what you mean by hotels 
would be given by knives and forks. 

A. — No. By a ‘hotel’, I mean any establishment where a large number 
of boarders are taken for a certain charge. I would issue licenses for 
the starting of these hotels, and they would be in the interests of sanitation 
and revenue. A man coming to Bombay and starting a hotel (if the hotel 
is licehsed and registered) would be more under the direct eye of Govern- 
ment than a man vho comes and lives ’’n auj' nook or corner of the city. 

The President. Q. — Does not' the municipality tax these places already? 

A. — ^Not much, and nob in the manner I want to suggest. 

Dr. Hyder. Q. — How would you levy this tax? 

A. — Before a hotel is started, the man should be made to apply for 
a license to Government. I would charge according to the number of 
persons that the hotel professes to accommodate. 

Q. — A tax on cigars and cigarettes: would you tax cigarettes? 

A. — ^Yes, subject to what I have said above about the gradation of 
the tax for different kinds. 

The President. Q. — ^You say that “the fees for registration in India of 
trade-marks of imported articles should be considerably increased.’’ Dnder 
what law are any fees levied at present? 
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A.' — ^Under the Indian Eegistration Act. If a Japanese firm grants 
to get a patent registered in India, the Indian Patent Office charges some 
fee. I suggest that this fee be increased for foreign articW. 

Q. — ^Patent registration is quite a different thing from trade-mark 
registration. 

A. — Even trad-'-marks are paying fcc.s under the same Act. 

Q. — ^To whom is the fee paid? 

A. — It is paid to the Chamber of Commerce. 

Q. — ^Are they registered? ■ 

A. — ^Patents are registered by the Indian Patent Office, and trade 
marks by the Chambers of Commerce. Government do not benefit by these 
fees which are paid to the Chambers of Commei’ce. 

Q. — WJien yon say that “I'ces fci rcgisti-ation of ti-ade-marks slionJd 
be conside'rably increased”, you evidently mean that a fee should be im- 
posed? 

A. — Yes. 

Q. — You say that the salt tax is the only tax paid by the labourer? 

A. — Perhaps also the cloth tax. 

Ur. Hycler. Q. — ^W^hat about matches? 

A. — I do not think you would be surprised if I say that the agrarian 
labourer, M'ho is referred to here, seldom has a light in his house. 

The President. Q. — ^You say that there are three stages in the con- 
sequences produced b> taxing liquor : uj) to a certain extent the commodity 
bears taxation very easily and is a good source of income to tlie State, 
After that limit is reached, a still higher tax might act as a deterrent 
of manufacture or export; after that .stage, dishonest evasions and .smuggl- 
ing become rampant. That is to say you advocate gradual taxation, as 
explained above, up to the point at which dishonest evasions and smuggling 
become rampant. 

A. — ^No, up to the point where a safe taxation is reached. I am against 
very heavy taxation even though it be gradual. Tliere is a limit to gradual 
taxation as well. 

Q. — ^If j'ou stop at a point where smuggling becomes rampant, liow 
would, you reach prohibition? 

A. — ^It would be more a matter of policy than practice. If people are 
ready to practice prohibition, well and good; otherwise I would not regard 
it as safe for the Government to make it ohligatoiy that nobody should 
drink. I do not think it would be a success in any countrj^ not even in 
the most democrat’ c countries. 

Q. — Without a strong feeling in its favour, you would not attempt to 
force it on the country? 

A.— No. 

Q. — Is not your policy almost identical with that wliich Government have 
been pursuing ? 

A. — ^As T said already. T am in fail agreement with the excise policy 
of Government after 1922. 

Q. — ^But Government are going in advance of you, pi-ohibition is their 

goal. 

A. — I do not think that Government are actually going in for prohibi- 
tion that way. 

Q. — You say that log'ctration fee^ caic be ijrofitably increased; do yon 
think it is quite fair to charge something more than the cost of maintain- 
ing the offices? 

A. — ^Yes, on the ground that you give protection to the indigenous 
industry. 

Q. — You would increase the tax on owner-driving licenses for cai’s? 
Would J’OU adrmcate a scheme of pi’ovincial taxation which would be 
made over to a roa'd board, or to a bodjr corre.sponding to the road board 

YI— 38 
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in England, but as a corolla^, cars would bo exoniptod from being bold 
up at toll-gates, wJiicli is a luiisanco? 

' A. — ^They are not a source of nuisance, but the habit of touring the 
counti-y in cars is not so popular except between Bombay and Poona, or 
between Bombay and Nasik to a lessor degree, and, say between Madras 
and Ootacamund, and Mysore and Ootacamund. In Sind, for example, 
there are no roads worth going on bj’ cars, and I think the railways arc more 
popular there than cars. One reason in India might be the extensive 
proportions of the family. A joint family that possesses a ear cannot 
accommodate in it all the ladies and children, I think it would be fair 
to increase the owner-driving license fee: as it is, owners are already 
exempted and treated as privileged por.<bns. Their photograph is not 
put on the license and, if you will excuse my mentioning it, my experience 
is that very often the drivers try to bribe the lessor officers to get a 
license. They actually pay more than the ownoi-s.;, The owners would not 
feel the difference if they are made to pay moro, 

Q. — Are not both subject to flio same tests? 

A. — ^Yes, in driving, but the owner can bo put down. His existence does 
not depend on driving, ho does it as a luxurj- ; but the drivers are now 
tr.ving to get licenses by pa.ving more. 

Q. — ^You propose to penalize the paid driver who is incompetent and 
bribes an officer to got a certificate? 

A. — That is only .a side-mention. T propose to tax the owner-drive* 
moro, becaiiso ho drives the car only as a luxury and not ns a necessity. 

Q. — ^You might pxit it in the other way, that the poorer man drives 
his own car and the richer emj)loys his own chanffonr. 

A. — He will then ho no more poor in this country. 



299 


6th June 1925. 

BOMBAY. 

Present: 

Sir CHAKIJ33 'I'oDUUNiEii, K.c.s.i., I.C.S., President. 

Sir Bijai' Chand JMahtae, g.c.i.e., k.c.s.i., i.o.m., Maharajadliiraja 
Bahadur of Burdwau. 

Sir Pebcy Thojctson, k.b.e., c.b. 

Dr. R. P. Pabanjpye. 

Dr. L. K. HydeBj m.l.a. 

Hao Bahadiir MaseUal hallubhay, Snpei:>ixiteiideiit of Salt, ^hana, 
was examined and gave oral evidence as follows : — 

The President. Q. — Arc you the Superintendent of Salt Revenue, 

Thana ? 

A.— Yes. 

Q. — ^Yoh were good enough to conduct us over the Dadar Salt Works 
tftis morning. And would you accept this note which will he appended to 
your evidence as an account of the state of affairs seen hy us and the nature 
of the accounts inspected hy us? 

A. — Yes, with slight corrections, especially in the last paragraph, where 
I don’t think the whole thing can be attributed to the grading. 

(The President read out the note.) 

Sir Percy Thompson. Q. — ^W^'ith regard to the storage, suppose a man 
has four heaps of ditl'erent grades. 

A. — ^If they are of different grades, then he can open any of them. 

The President. Q. — ^How many licensees have you? 

A. — ^More than a thousand. 

Q. — What does a shriloti mean? 

A. — Shriloti means the owner. It means only a licensee — the owner of 
the salt work; and he engages under him manufacturers and labourers. 

■ Q. — “A sentry box is placed near each large grouxj of heaps and a 
single sentry posted there. Superior officers are also expected to patrol. 
The guards are not armed.” Are there any specific orders about the num- 
ber of patrols? 

A. — ^Yesj there must he so many night-patrols and so many day-patrols. 

Q. — ^Is that laid down in the manual? 

A. — ^No; not in the manual. The jumadars or ainuldurs are requii'ed 
to go twice every night. Another officer has to go twice a week. The 
daroga who is a superior officer drawing Rs. 70 — 150, goes about four times 
a week at night. The sentrj' will he there throu^out the day and night, 
the change being at evei-y four hours. 

Q. — ^Now coming to accounts, the pay of the weigh clei'k is Rs. 25 — 60? 

A.— Yes. 

Dr. Uyder, Q. — The shriloti takes out the license and you arc there 
to collect the duty. I want to know how the shriloti obtains his cost price. 

A. — ^He makes his own private arrangement to collect it. When he 
actually sells salt, he puts in an application signed hy himself and the pur- 
chaser mentioning the quantity of salt sold. The Government is merely 
concerned with the collection of the duty. 

The President. Q. — In the second paragraijh under ‘accounts’, it is 
stated, “Consequently, it is not possible to say what was the wastage ascer- 
tained on the outturn of any particular heap.”- 
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the wastage is already recorded. We abva. 3 's show the wastage 
in No! IV Hcgister. 'J'hore is a coluinii there ior entering the ivastage. 

Sir Percy Thompson. Q. — Suppose j’ou have a heap of 300 maunds and 
bhe man takes out 100 maunds j then that is recorded. He takes out an- 
other 100 maunds and that is recorded; and he takes out another 60 and 
the lieap is exliausted. It automatically shows 40 maunds as wastage. In 
other words, the wastage is just the amount which turns out to he the 
difference between the estimate and the amount taken out by way of sale 
until the heap is exhausted. ■ ' > . 

A.— Yes. 

The President, Q. — ^VHiere is the amount of wastage in individual 
heaps shown ? 

A. — In the No. JV Jtegister. 

Q. — Could you tell me the percentage of wastage — that is on 100 heaps P 

A. — No; we cannot say. .. 

Sir Percy Thompson. Q. — Now take that particular heap which is shown 
as 262 maunds. Now you go round and look at the heap and say, '"I'think 
it is only 261i maunds”, so put down maund as wastage. And then later 
you go round again and say “I do not think it is 2614 maunds but onlj' 
261; and you put down another i maund as wastage. Then at the end 
you have got about 256 maunds; and meanwhile the stuff is being taken out. 

A. — ^No; in the monsoon it is not taken out. When the thatch is re- 
moved after the monsoon, we fill in the last column of wastage. 

Q. — ^All right. Now we have got this down to 256 maunds; and now 
the monsoon is over and the man starts taking it away; he takes away first 
100 maunds, then 100 and then 20 and then there is nothing left. 

A. — Then that is duo to overestimation. 

Q. — It is either by ovorcstiination ol the heap or underestimation of 
the loss by wastage. In otlier nords, Ion do not know what it is. 

A.— Yes. What remains is the balance, whatever it is due to, I agree. 

Q. — Then would you be any the worse if the books are not used at allp 

A.— No. 

Ur. Paranjpyc. Q. — How can you estimate wastage in heaps in the 
succeeding months, if they are covered with thatches P 

A. — ^Yes; it is difficult, 

Q. — Supposing you have got a heaii of 300 maunds and 5 maunds are 
lost? 

A. — ^You can see the heap going down. That will be shown as wastage. 

Q. — So you would never bo able to show a wastage unless it is 20 i>er 
cent or so? • ■ 

A. — ^Yes. 

Q. — ^The only figures which are worth anjiihing at all are the figures 
shoAving the actual sale? 

A.— Yes. 

The President. Q. — Have you any account which shoivs all the trans- 
actions relating to a particular heap? 

A.— No. 

Q. — The only thing that shoAvs fliat the whole heap is finished is the 
circular mark? 

A. — ^Yes. 

Q.— In the No. IV llegister hero, the heap begins Avith 235 matiuds; then 
it comes to 115 maAinds ; then to 108 and then to 100. Have you any -record 
showing hoAV mtxch duty was paid? 

A. — ^Yes; it is found in the other registers. 

Q. — ^Does that show the number of the heap? 

A. — ^Yes. 
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Sir Percy Thompson. Q. — ^You start with 235 maunds; then there is the 
figure of 115 ana finally it is 100. So lhi» result of 100 is estimation minus 
facts, whidi means estimation. Now can j-ou tell us how much ho took out 
of that 100 in order to clear the heap? 

A. — ^Tlie whole quantity. 

Q, — Evei\, there your estimation is correct. Did he take exactly 100 P 

A. — ^Yes. 

The President. Q.— There may h’e only 200 originally 5r there may be 
an error in the estimation. 100 is only the estimated balance you have in 
hand. There is no record of issue at all. 

A. — ^Yes, it 'is not shown there against each neap. 

Sir Percy Thompson. Q. — You have got the last figure 100 and the 
thing is cleared. Now how is it cleared? Was it cleared, by taking 2, or 
10 or 20 or 40 or 100 maunds? 

A. — Yes 5 that is not shown. 

Q. — Then your accounts are absolutely useless. 

The President. Q. — Consequently, it is not possible to say what was the 
wastage ascertained on the outturn ol ain pai'ticular heap. 

A. — ^Yes; according to what you say. 

Q. — ^You 'make a difference between the loss by floods and' loss by 
estimation ? 

A.— Yes. 

Q. — So in that paragrai)h if 1 put the words ‘including loss by over- 
estimation’ after the word ‘wastage’, it would be all right? 

A. — ^Yes. 

Q. — ^How do you arrive at the figure for wastage which is shown in the 
Administration Eeport? Is not the sum total of the loss on individual 
heaps? 

A. — We get the total of the wastage Iroin llegister No. IV. 

Q. — ^How do you get at loss by overestimatiou ? 

A. — On the clearance of each heap. 1 c is shown in the No. Ill Register. 

Q. — What is it posted from? 

A. — ^From the No. V Register. 

Q. — ^You can't find out from that Register? 

A. — Yesj we can find it. 

Sir Percy Thompson. Q. — You know what is being taken out; and you 
make another estimate of what is loft in the heaps and you take the balance 
as correct? 

A. — ^Yes. 

The President. Q. — At the beginning of the next season, what are you 
going to do? 

A. — It is destroyed. 

■ Q. — You destroy and write off. You write off also a large amount for 
error in estimation? 

A. — ^Yes. 

Q. — ^How do you arrive at the figure? 

A. — From the No. V Register. 

Q. — ^Do you ever take stock at all? 

A. — We are not requii’ed to do so in the manufacturing season. 

Q. — ^You say you have so many maunds in stock on the 31st March. 

^A. — That is by estimation. It is not a corx’ect figure at all. 

Q. — Is the amount written olf for ovcrestiiuation arrived by taking the 
difference between .the estimated quantity on the 1st July and the estimafed 
quantity on the 1st of April? Yoiir stock in hand at the end of the manufac- 
turing season for 1925, is, say, 68 lakhs of maunds, and on the 31st March 
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1926 you will sliou’ 6 laklis of mauuds as the result of another estiniation. 
Therefore, you have sold or lost 62 lakhs of mauuds. Say you have sold 40 
lakhs of mauuds; your loss by estimation is 22 lakhs of maunds. 

A. — ^AVe show our loss at the end of the season, that is, the 30th June. 
Our year is from 1st July to 30th June. 

Q. — ^You take stock once a year? 

A. — Yes. 

Sir Percy Thompson. Q. — On the 1st of July you have got the whole 
lot of heaps and smu say there are 60 lalchs of maunds here. Now it is taken 
out during the monsoon. You come to October and start manufacture and 
by hypothesis you do not kno>\ how much you manufacture next season. 

A. — ^Yes; we do not know. 

Q. — ^And yet all you can do is to estimate the quantity which you have 
got on the ground. How can you say anything is due to ovcrestnuation ? 
Can it be that you manufacture more salt? 

A. — ^During the manufacturing season wo do not keep anj’ account at 
all of new salt except recording sales and we have got no estimation. 

Q. — ^You haA'e got your heaps of 60 lakhs of maunds on the, Ist July. 
What you do, in order to take stock on the 1st July 1926, is to take just the 
balance of those particular heaps, 

A. — The balance on the platform in the previous year. 

Q. — So your overestiination is simply the result of 60 lakhs of maunds 
minus 20 lakhs taken out. That ought to leave 40; but it only leaves 6 and 
therefore, 34 lakhs oi .naunds is loss cine to overestiination. in other words, 
you subtract 6 from 40 and j'ou got it. 

A. — ^Yes. 

The President, Q. — ^You don’t estimate the old saltp. 

A. — ^The old salt account is kept separate. 

Q. — ^The estimate minus sales minus the wastage and the remaining stock 
is loss by overestimation ? 

A. — ^Yes. 

Sir Percy Thompson, Q. — This, your opening account next year will 
show? 

A. — ^We remeasure that. 

The President. Q. — Then the next paragraph says. ‘Stock is again 
taken by eye-estimate before the salt of the new year comes on to the bunds. 
Thus the wastage written off every year has to bo reckoned, not against 
total manufacture, but against the estimate of the total quantity in hand 
on 30th June”. 

A. — We do not keep any account of new salt manufactured during 
manufacturing season. 

Q, — li you have lost 6 lakhs of maunds and start with 60 lakhs, your 
percentage of wastage is 10 and you do not reckon against the 120 lakhs? 

A.— No. 

Q. — “And includes the (estimated) amount for the destruction of which 
sanction is given by the Collector of Salt Bevonue -plus estimated loss by 
rain, damage and hood, pivs difference between the estimates of the stock 
in hand at the end of one manufacturing season and the beginning of the 
next.” 

Q. — ^But in youi accounts you distinguish between the loss by flood and 
the loss by overestimation. 

A. — Yes, 

Q. — ^There is one more sentence which I have not read to the Commit- 
tee. You say, “it is not possible to say what was the wastage ascertained 
on. the outturn of any. particular heap, or to tally stock of the salt in 
hand on any particular date with the quantity shown in the hooks. In other 
ttords, whole heaps might be removed without attention being called to 
the matter through the books.^’ 
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Sir Percy Thompson. Q. — ^Will your boolis show ItF 

A. — Books won’t show, unless it is shown clearly. We do not keep 
separately heap accounts. 

Q. — Then there is another passage. “With reference to the recom- 
mendations in chapter V of the Report of the Salt Committee, 1904, new 
Salt Works are being opened at Bliandup, but' no fence is being placed 
round them. An endeavour was made to find lessees who would store on 
central platfoms and maintain a reserve of 15 per cent but without suc- 
cess, and indiscriminate storage is therefore being allowed.” 

A. — ^Yes. 

. Q. — The whole objection arises with the system of grading. If there is 
no grading there will be no objection to storing in bigger heaps? 

A. — Up "to a certain extent it is true as it protects the crystals also and 
the removal of salt. But I won’t attribute this to the grading of salt. 

Q. — ^But you do agree that grading is necessary? 

A. — ^Yes. But there are other reasons you should consider. There are 
several shareholders in each Salt Woiks and they manufacture 40 or 50 
maunds every year. 

Q, — In Madras they do not mind putting it into large heaps. 

A. — ^I do not know that. 

The President. Q. — ^Therefore you will agree that the small heaiJS ai'e 
necessitated by the system of grading. They are also preferable in the case of 
petty licensees? 

A. — ^Yes. 

Q. — ^If there was no grading there will be less objection to the central 
storage. ' 

A.— Yes. 

Q, — What the Central Board want to do is to 2 ’wt tlie licensees of the" 
two places oi\ a par, and the only way to do it is either to apply yom- re- 
gulations, to Madras salt or their regulations to your salt, or adopt some 
sort of middle course. 

A. — ^Yes, I quite agree. As far as this province is concerned, we shoidd 
not encourage this competition. 

Q. — ^Do you know if grading does good to anj’body except the trader? 

A. — Quite so. It does not do good to anybody except the retail trader. 

Sir Percy Thompson. Q. — Only Avben they sell by measurer 

A. — ^Yes. It is sold by measure in all places in Bombay except in 
Gujerat. Sea salt is sold by measure. 


Note on a visit to the Dadar Salt Works on the 6th Jnne 1925. 

' General . — ^Tho manufacturing season was over, and the salt had been 
graded, stacked and covered, and an account taken by estimation,. but num- 
bers had not been attached to the heaps. Heavy rain had fallen, but the 
floods had not reached the level of the lieaijs as in 1924. 

The Salt Works adjoin an area under development by the Port Trust 
which have a large block of cooly lines practically within them and adjacent 
to one of the places of storage. There are other houses abutting on them 
on the land side and_a railway adjoining them. They are travei'sed by a 
railway, a creek and a pipe line and consequently there are numbers of 
persons liaving business within the limits whom it is impossible to exclude. 
Fishing within the limits is permitted. Under such conditions pilfering is 
to be expected. 

Storage . — ^The salt is stored in long lines of heaps adjacent to the pans, 
extending in all for miles. These are placed for choice near roads, rail- 
ways or creeks. But the main consideration is to reduce carriage and hand- 
ling and consequent interference with the grading to a minimum. Tlie heaps i 
qre all small and each contains salt of a single grade. The coverings are of 
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grass and can easily be penetrated without disturbance. One heap of each 
grade of each shriloti is to be opened at a time. 

Guarding. — A sentry box is placed near each large group of heaps and 
a single sentry posted there. Superior officers are also expected to patrol. 
The guards are not armed. 

Accounts . — ^During the manufacturing season, that may extend from 
October to Juno, no account is taken of the quantity manufactured, and 
each licensee, as he makes and grades his salt, may add to anj^ of the 
heaps he has by manufacture, or reduce it by sales as he pleases. The only 
account taken during this period is of the salt issued on payment of duty. 
This is weighed on a steel-yard by a weigh clerk and check-weighed at a 
check-weighment station. The number of maunds found in excess on check- 
weighment at the checking station visited by the Committee was 253 
maunds on sales of over 7 laldis. 

At the end of the manufacturing season when all the salt has been 
stacked in conical heaps, a measurement is made of the height of each 
heap and. the circumference of the Base and on this an estimate of the 
contents is made on the basis of data ascertained by the actual weighment 
of salt of different grades. When sales take place after this list of heaps 
has been prepared, the quantity in a heap from which a sale is made is 
struck out and a reduced quantity entered.. But no corresponding entries 
are made in the other books. Consequently, it is not possible to say what 
was the wastage mcliuling loss by ovorestimation ascertained on the outturn 
of any particular heap, or to tally stock of the salt in hand on any particular 
date with the quantity shown in the books. In other words, whole heaps 
might be removed without attention being-called to the matter through the 
books. 

Stock is again taken of the old salt by eye-estimate at the close of the 
year (30tli June). Thus the wastage written off every year has to be 
reckoned, not against total manufacture, but against the estimate of the 
total quantity in hand on 30th June and includes the (estimated) 
amount for the de^ruction of which sanction is given by the Collector 
of Salt Revonuc phis estimated loss by rain, damage and flood, pins differ- 
ence between the estimates of the stock in hand at the end of one manu- 
facturing season and the beginning of the next. The ligiire-of loss by 
flood is the total of the estimates of loss in tlie conical heaps made during the 
monsoon. 

New Salt Worlcs . — ^With reference to the recommendations in chapter 
V of the IIei)orl of the Salt Committee, 1904, new Salt Works aie being 
opened at Bhandup, but no fence is being placed round them. An endeav- 
our was made to find lessees who would maintain a reserve of 15 per cent 
but without success, and indiscriminate storage is therefore being allowed. 
Similarly, with the pans which belong to the Government and are let on 
quinquennial leases. Small heaps are necessitated by the system of grad- 
ing. They are also preferable in the case of petty licensees. If there were 
no grading, there would be less objection to central storage and the objec- 
tions to mai3ite.nance of reserve stocks would be greatly diminished. 
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8th June 1925. 

SOMBAY, 

Present: 

Sir Chahles Todhuxter, k.c.s.i., i.c.s., President. 

Chand Mahtab, G.o.r.E., ic.c.s.r., i.o.sr., Maharaiadhiraja 
Bahadur of Burdwan. 

Sir Perot Thoaipson, e.b.e., o.b. 

Dr. R. P. Paranjpte. 

Dr. L. K. Hi’DERj K.E.A. 

Messrs. V, A. GftAWTKAM, J. C. K. PETERSON and R. SULIVAN, 
representatives of the Bomhay Chainher of Commerce. ' were 
examined. ’ 


Written memorandum of the Bomhay Chamber of Commerce. 

Ill considering the questionnaire issued by the Indian Taxation Enquiry 
Committee, the Committee of the Chamber have devoted considerable thought 
to the covering resolution by the Government of India, Finance Department, 
issued on the 26th Maj' 1924, in which it is stated that the motive foi’ the 
appointment of the Committee is not any need for meeting additional expen- 
diture or any mtention to increase the total, amount raised by taxation in 
India, but rather the need for consideratiqn of the effect produced by the War 
on the incidence of taxation in its existing forms, and for examin.ation of 
the alternative sources from which to raise money to meet expenditure, which 
has become necessary, as the result of changes in the relations between the 
Central and Provincial Governments and of other causes, such as the more 
drastic regulation of the liquor traffic, and changes in the fiscal system. 

The Committee would say, at the outset, that they do not consider that 
the3'' are in a position to deal with the general question of the equity of the 
whole schome of taxation, or to say whether it is in accord with pure ‘economic 
principles, hut at the same time they feel that it is desirable to provide an- 
swepp so far a.s possible to those questions which have a bearing upon the 
ti-ade of the country. 

To make this clearer, tho3' would explain that, while it may be possible 
to approve of certain mothods of appl3ung indirect taxes, they do not wish 
to be construed as necessarily accepting the position that all or any of those 
taxes should he imposed. For example, the principle of wheel taxes, taxes 
on betel-leaf and areca-nufc, and on tobacco may be agreed to, hut they recog- 
nise that these are taxes which are intended indirect]3' to reach the poorest 
classes, an object already attained b3' the salt tax, and they cannot help 
feeling that the multiplication of a number of such taxes must bear with undue 
hardship on masses of the people incapable of beai'ing further taxation, and 
quite apart from the moral aspect, their opinion is that an increase of taxa- 
tion on these lines should be resisted as being bad for Trade generally. 

At this stage, however, in the absence of an3' real knowledge of the dis- 
tribution of wealth, or of the extent to which the proceeds of taxation are 
spent in the country, the Committee find_ it impossible to substantiate by 
any evidence other than what can be seen in any village up-country or slum 
in Bombay, the feeling that the masses already pay a sufficient sum in indirect 
tsixation. and they could wish therefore that this enquiry into the incidence 
of taxation had been preceded by an enquiry into the taxable capacity of the 
countiy, as it is axiomatic that taxation must be accompanied b3^ ability 
to pay. 

Considering the matter from the broadest point of view, the object to 
be pressed for is a system of taxation which makes for the most general pros- 
jicrit3q and it is for this reason that they have advocated taxes such as death 
or succession duties, which are recognized in all civilised countries as being 
in every wa3’’ equitable. 

VI— 3p 
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Bearing these considerations in mind, the Committee of the Chamber 
put forward the following answers to .a certain portion of the ques- 
tionnaire; — 

Q. 3. — They agree that there are no figures" in India corresponding to 
income-tax and death duties in other countries oh which to base an estimate 
of national income. 

Q. 5. — Inasmuch ns the majoritj' of the Indian population is agri- 
cultural and they understand that the Settlement Officers are in a position 
to furnish accurate statistic'' in regard to the area under cultit'ation, they 
do not consider that a general census of production is necessary, nor could 
its expense ho iubtihod. 

Q. 6. — ^lYith reference to the Statistics Bill recently introduced in the 
Bombaj' Legislative Council, their opinion is that if it is considered necessary 
to cohect such statistics, thej' should he collected for all India. If they could 
he obtained with any degree of completeness and accuracy, they would he of 
distinct economic value. 

Q. 13. — The Chamber has chnsistently opposed any attempt by Govern- 
ment to compete with private enterprise, and the Committee endoi'se this 
attitude. 

Q. IS. — The Commitloe consider that, while dues levied under the 
Indian Ports Act and under the Port Trust and siinilar Acts, are levied for 
a .special purpose, they must at the same time fall within tiio category of in- 
direct taxation, Tlioy should. Iiowevei. yield no surplus to the general 
revenue. 

Qs. 19 and 20. — 'I'axes imposed solely for expenditure on the needs of 
particular localities should not, in their opinion, ho taken into account when 
considering the general incidence of taxation. 

They renli.so that it ma\ ho argued that a particular locality may he 
being developed for imperial purjjoses, hut they do not .see how any line can 
he drawn in this respect so as to enable the taxation to he taken into 
accoiint. < 

Qs. 27 and 30. — The Committee consider it a practical imi)ossibility 
to exempt any individual member of the community either fi'om _ direct 
or indirect taxation, hut they regard a poll or capitation tax as objectionable. 
For the poorest clas.ses they would i)refor indirect taxation as being more 
suited to their particular psychology. 

Qs. 33 and 41. — The Committee cannot recommend any increase in 
the rates of income-tax until such time as the machinerj- for collection has 
been improved and evasion substantially reduced. 

It is understood that efforts are being made to traiji income-tax officer 
in the methods of Indian book-keeping in order that tho}’ inay be in a posi- 
tion to detect falsifications of accounts without tho intermediary of a clerk. 
YHiile there are signs that some improvement has been effected b 5 - the intro- 
duction of these methods, they feel that evasion is still extensively practised. 

Q. 34. — Subject to tho prior fulfilment of tho conditions enunciated 
in the answer to Qs. 33 and 41, the Committee would rcconimend that the 
graduation of income-tax bo steepened. 

Q. 35. — They agree that a differentiation should be made between 
earned and unearned income, and consider that an early opportunity might 
be taken to introduce the English system. 

Q. 36. — They do not consider it practical, in India, without jirocced- 
ings of an inquisitorial nature, to make allowances for the number of persons 
supported out of particular incomes. 

Q. 37. — The Committee would bo glad to see the Indian super-tax on 
companies removed at as early a date as ijossible, as they consider that it is 
checking the legitimate expansion of tracTo. At the same time, if the revenue 
derived from it is necessary to tho Slate and its abolition would entail its 
imimsition in some other form, they would prefer the tax to continue. They 
consider that the sj’stem enforced in England, whereby, when a compaily fails 
to distribute a reasonable proportion of its profits by way of dividend, the 
■whole of the undistributed profit is liable to super-tax, is impracticable in 
India, and there would be a danger, moreover, that such a system might prove 
to ho a severe check to tho proper building up of reserves. 

They would suggest that this tax might be replaced by death duties, 
which are discussed further in the answers to Qs. 120 and 137, 



307 


Qs. 38 and 100. — Tlie Committee see no reason wliy tlie surijlus ineomo 
derived by agriculturists, after paying land revenue, should not he subject 
to income-tax on the existing scales, but they realise that there vould_ be 
difficulties in arriving at assessment, owing to the illiteracy of the agricul- 
tural classes. 

Q. 40. — ^Bearing in mind that there is no limit of exemption in the 
' case of the payer of land revenue, in relation' to the cost of subsistence, the 
Committee do not consider that it ivould be fair to reduce the limit in the 
case" of income-tax. 

They understand that the method of charging land revenue is so 
ari'anged as to permit the holder of the land not only to subsist but to earn 
some margin over the level of subsistence, and, in their answer to Q. 38, they 
have recommended a tax on agricultural surplus incomes on the existing scales. 

Q. 42.-=— The Committee do not advocate the prescription of a form of 
account in the manner indicated, as it is doubtful whether the scheme would 
be practicable in dealing with an illiterate community. 

Q. 43. — ^They do not consider that the adoption of the methods sug- 
gested would tend to reduce frauds iipon the income-tax in India, as they 
doubt whether the force of public opinion could be brought to bear. 

They can suggest no immediate steps to achieve this latter object which 
oaii only be arrived at by the gradual education of the iieople in the moral 
necessity for each member of the community to pay his full share of taxation. 

' Q. 44. — ^The issue of tax-free securities was a measure resorted to by 
Government for the purpose of raising money in an emergency and can only 
be justified on that account. It should, in the oiiinion of the Committee, be 
discontinued at the earliest possible opiiortunity. 

Q. 45. — The imposition of a stamp duty on bearer securities would be 
tantamount to a corresponding reduction in the rate of interest on those 
securities, and they consider that the disadvantage to Government in so 
reducing the interest would outweigh any advantages to be gained by the 
imposition of the duty. 

Q. 46. — ^This question falls under two heads, viz., — 

(a) Double taxation of an income derived jiartly in and partly out 
of India. 

(b) Double taxation of an income derived wliolly in India. 

As regards (a), the Committee are in accord with the provisions con- 
tained in the Indian Income-tax Act, 1922, Section 49 (1) ; and they agree that 
where income is liable to taxation in two countries, it should be taxed at the 
highest rate available in either country, but not doubly taxed. Section 49 (1), 
of course, onlj' has reference to the United Kingdom. 

As regards (b), they are not satisfied with the operation of the Super-tax 
Act in tha,t it operates with undue severity on companies with capital invested 
in subsidiary companies, amounting in fact to double and even treble 
taxation of the same profits. 

Q. 47. — ^They are satisfied with the present arrangements in regal'd 
to assessment on the previous year’s income. 

Q. 49. — If it is required for revenue purposes, in order to reach in- 
directly large masses of the population which are susceptible to direct 
taxation, there would be no great objection to an excise duty, provided it 
could be graded or operated so as not to hamper in any way the legitimate 
expansion of any industry or check production. Salt and matches would 
appear to be articles specially suitable for this form of duty, inasmuch as 
they are universally used, while the consumption per head is relatively small, 
so that the tax need not be oppressive. But an excise dutj' being a tax on 
production as opposed to a tax on profits, such graduation or operation would 
appear to he almost impossible ; and the Committee think, on the whole, there- 
fore, that such duties should be opposed on principle except where the object 
is to check consumption, or in the case of State monopoly. 

Q. 50. — ^It is possible to apply the graduated or progressive principle 
to indirect taxatioii. and this method is ali'eady being used to -some extent, 
inasmuch as articles that are classed as luxuries are already taxed 
more highlj' by moans of the import tariff _ than goods _ which 
are in universal use, but from the revenue point of view, the Committee of 
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the Ciiainher cannot rcconnnend the wholesale apidicatiou of the principle, 
as they consider that the undue raising of such taxation must tend to check 
consumption and be bad for trade generally. 

Q. 52. — ^The Committee agree that it would he difficult to devise any 
other duty of general incidence less oppressive and less oi^en to evasion than 
the salt tax. 

Qs. 61 to 64. — ^The Bombay Government has accepted the principle of 
total prohibition. * 

The Committee do not consider that it is necessary that the Chamber 
should express any opinion as to the suitability of tliis principle, beyond 
observing that there are obvious reasons why it would appear to he almost 
imj)ossible to enforce. 

Q. 66. — The Committee would draw attention to the last annual report 
of the Commissioner of Excise (Bombay) for the financial year 1923-24, which 
discloses a serious increase in excise crime. 

Q. 6S. — ^If by supplementary duties on foreign liquors, supplementary 
import duties are to be inferred, their answer is in the negative, on the 
geueral irrinciple that Local Governments should not he pei-mitted to interfere 
with the import tariff. 

Q. 78. — The Committee consider that the import tariff ‘should be as 
well distributed as possible in consonance with economy of collection of the 
duty. The present import tariff follows this principle, and apart from any 
other consideration, they doubt whether it would be practical to make any 
drastic change in xhe system at this stage. 

Q. 79. — It is a matter of conmion knowledge that the smuggling of 
such articles as sugar, matches, silk and silk thread into British India, 
through Cutch, Kathiawar and Portuguese and French India is extensivelv 
practised. 

Q. 81. — ^There are certaiir respects in which the tariff can he re- 
arranged more scientifically, notably in connection with tlie preferential rates 
for component parts of machinery, but the Committee are satisfied that im- 
Ijrovements are being made as attention is called to specific cases. 

Q. 82. — As a matter of general principle, the Committee are opposed 
to export duties which really can only be justified in the case of a monopoly 
of production, for revenue purposes. The justification of an expoi-t duty on 
raw produce for protective purposes to a local industry is far more difficult 
as it must almost inevitably injure other interests and in particular that of 
the producer. 

Q. S3. — While they agree geuerallj* with the conclusions reached by 
the ilajority Eeijort of the Indian Fiscal Commission to the effect that the 
system of si)ecific duties and tariff valuations might be extended cautiously, 
tile Committee are of opinion that for some considerable time ad valorem 
duties will be necessary for certain articles. 

There is a veiy real danger of specific duties on articles in universal 
use being pitched and kept at too high a level, thereby increasing indirect 
taxation on a class that can illafford it, and incidentally hampering trade. 

Q. 84. — On the whole, the system of tariff valuations is working quite 
satisfactorily. 

Q. 86. — ^The Committee of the Chamber have already indicated in 
their answer to Q. 79 that considerable smuggling takes place through Cutch, 
Kathiawar, and Portuguese and French India. 

The arrangements on the land frontiei-s also, are not satisfactoiy, but 
as the Government of India have recently acquired additional powere under 
the Indian Tariff Act 1894, in this connection, it is presumed that they are 
alive to the danger. 

Q. 87. — ^Taxes are already imposed or about to be imposed in Bombay 
on some of the transactions mentioned in annexure K, e.g. — 

Advertisements : 

Betting; 

Entertainments ; 

Motor cars. 

The Committee do not recommend the imi>Obition of any of the other 
taxes suggested. 
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Qs. 89 and 93. — Committee do not consider the stamps collected 
or the registration fees charged should be so limited as just to pay for the 
cost of the courts, registration staff, etc._ The State ijerforms a greater ser- 
vice than merely hearing a case and delivering a judgment or registering a 
document, not the least part of n'liich is making the security of the subject 
effective and enabling him to obtain the benefit of his judgment, etc., and 
they see no reason why the stamps and fees should not contribute a small share 
towards the maintenance of those departments which deal with law and order 
and which produce no revenue. The question of the degree of such taxation 
is, of course, largely a matter of expediency, and no hard-and-fast rule can 
bo laid doivn as to the extent to which it should be practised. 

Q. 91. — There is no doubt that pajunent of stamp duty on transfers 
of shares is at present evaded to a vei-y large extent. 

In their evidence before the Atlay Committee, the Committee of the 
Chamber stated that they felt very strongly that such evasion should be 
made imiiossible and instanced, in particular, the very general practice where- 
by blank transfers are kept by brokers sometimes for months until the price 
of the share may have fallen considerably, the difference between the 
amount of duty finally payable and the correct amount on the basis of the 
value of the share at the date of purchase constituting a direct and by no 
means inconsiderable loss to Government. 

The majority rei)ort of the Atlay Committee confirmed the existence 
of the ijractice to which the Chambei>and other witnesses referred, but were 
miable to make any concrete proposals as they held that it was a matter of 
policy for the Government of India to determine. At the same time they 
expressed the fear that a more rigorous enforcement of the present transfer 
duty might result in the curtailment of legitimate busijiess and -confined them- 
selves to the observation that the provision of facilities in or near the Ex- 
change for the embossing of stamps on transfer deeds and the abolition of 
adhesive stamps were necessary incidents -to the effective abolition of the 
blank transfer. IMr. Balubhai Desai in his minority report, while recognising 
the existence of numerous difficulties in the way of a completed transfer being 
insisted upon in Bombay, was inclined to think that they could be met by 
allowing the transfer to stand good e\mn though blank for a certain period 
from the date of its issue. The Bombay Government have since intimated that 
the question is under reference to the Government of India. 

The Committee are not blind to the aspect of the question to whicli 
the Atlaj' Committee refer, bxit at the same time they agree with the views 
previously expressed bj' the Chamber that every effort should be made to 
prevent the evasion of transfer duty. The only constructive suggestion, 
however, which they are able to make in that connection is that there should 
be imposed a legal obligation on brokers to affix adhesive stami>s of the re- 
quisite amoxint to the contract note itself, in addition to the ordinary stamp 
duty payable on that document. 

Q. 92. — ^All State fees necessarily contain an element of taxation. 

Q. 95 . — ^The Committee would like to see the abolition of the Enter- 
tainments tax, but having regard to the amount of revenue it produces in 
tlio Bombay Presidency (Re. 91- laklis) they doubt whether the local Govern- 
ment are in a position to dispense with it. 

Q. 105. — They do not consider that any further taxation should be 
imposed on the exploitation of, or trade in, minerals, or the possession of 
mines. 

Q. 106. — ^Iii both cases the ability to pay must be present, but the 
Committee agree that in category ^b’ the main criteri'on should be the measure 
of the benefits received. 

Q. 107. — ^In their opinion no further powers of taxation should be 
given under Schedule H of the Scheduled Taxes Rules. 

Qs. 108 and 109. — The criticism of an octroi is, in the opinion of the 
Committee, well founded and in the main, the same criticism can be applied 
to terminal taxes. Moreover, there is the grave danger that such taxes may 
develop into transit taxes with an incidence sufficiently heavy to check the 
groudih of trade in a particular city or port without any guarantee that the 
pi’oceeds of the tax will be spent on the development of the city or port for 
trading purposes. From a commercial point of view, therefore, they are .op- 
posed to the principle of terminal taxes. 



3i6 

l-Jouse iuul liuu: taxes, appear to be perfectly biitibractory for loeal 
purposes. 

Q- 111- — III Slarch 1923, 'tlie Bombay Goveriiinont undertook to take 

steps gradually to abolish tolls on provincial roads. This policy has the 

supiiort of the Chamber. 

Q. 112. — They consider that it is right that the house and land tax 

should bo levied on- the owner, who is quite able to shift the burden of the 

tax on to the occupier under normal circumstances. 

Legislation of the nature of the Rent Act may operate against the 
owner, but in any case such legislation is abnormal. 

Q. 113. — ^They consider that the limited experience of public work of' 
municipalities as a Avhole, coupled with the want of education that must 
necessarily exist amongst various members of those municipalities, afford 
good grounds for limiting their powers in imposing the rate of tax on land 
and houses. 

Q. 114. — The Committee of the Chamber understand that there is no 
limit of exemption from house tax in Bombay, and have no comments to 
make on this. 

Q. 116.' — There is no profession tax or companies’ tax in force in 
the Bombay Presidency .so far as the Committee of the Chamber are aware 
but at the instance of their members they had occasion to make represen- 
tations to the Madras Government in 1921 and on several subsequent occa- 
sions on the subject of the relative i^rovisions ,of the Madras City 
Municipal Act, 1919 and the Madras District Municipalities and 
Madras Local Boards Acts of 1920, which impose such taxa- 
tion. The Committee have since been advised that amending Bills to the 
latter Acts were introduced in the Madras Legislative Council in 1923, which 
purports to remove many of the anomalies against which the Chamber^ pro- 
tested, o.g., the basis of the companies tax has been altered from ijaid-up 
capital to business turn-over and each company is to be assessed in a Muni- 
cipality, or local area on its business Unnovev in that locality, with an 
exemption limit of Ks. 5,000. It has also been made plain that whore a 
Council or Local Board levies no companies’ tax all companies shall bo liable 
to pay profession tax and that whore both taxes are levied only comiranies 
which arc not assessed to the companies’ tax shall be liable for the profession 
tax. At tlio same time no definite basis of assessment is laid down for the 
latter tax, the Chairman of the Council or Local Board being left entire 
discretion in that respect and the Committee consider that the difficul- 
ties to wliich the legislation in question has given rise only serve to emphasize 
the undesirability of conceding similar powers to other local bodies and con- 
firm them in their view that the municipal taxation of such sources of 
income should be restricted as far as imssiblo. 

As regards the manufacture tax on cotton, they cannot do bettor 
than j-efer the authors of t!io ciucstion?iaire to the literature published by the 
Millownors’ Association. 

The general views of the Chamber on the subject of manufacturing 
excise duties arc described in the answer to question 49. 

Q. 119. — The Committee of the Chamber would oppose the introduc- 
tion of any of these taxes, which must, in the main, have the effect of res- 
tricting trade, arresting the development of the country and probably, caus- 
ing unemployment. 

Q. 120 (1). — If by a universal income-tax, an income-tax without any 
limit of exeniption is to be inferi-ed, they -are not in favour of it and as re- 
gards the suggestion of granting a rebate according to the size of the family, 
while the principle is sound, they consider that it would be quite imprac- 
ticable in India. 

(2) In their answe)- to Q. 38, the Committee have already signi- 
fied that they would favour a tax on agricultural incomes, subject to certain 
limits of exemption. They also favour the imposition of succession or 
death duties, as they have stated in Q. 37. (Sec also the reply to Q. 137.) 

'Phoy agree to the princi]ilo of a tax on horse.s, betel loaf and areca- 
niils, and are not oppo.sed to a gener.al wheel tax if it could be made practi- 
cable, but as previously stated, they do not necessarily .subscribe to the prin- 
ciple that all or even several of these taxes should be imposed. 
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They do not favoui' a registration fee on marriages or a tax on honsos 
and they regard tobacco monopoly, and taxes on servants and other means 
of displaj’ as being too easy of evasion to be practicable. 

. (3) They do not favour a tax on doivries. 

.(4) They wo, dd accept taxes on advertisements and patent medicines. 
Tile former is alieady in existence iu iJonibay. 

Taxes on costly imported articles of consumption already exist, to 
Some extent, in the import tn»-ilf. 

Thej’ do not agree to the principle of universal inhabited house duty 
and regard increment value dutj' as impracticable. 

(5) A limited export duty on jute can be justified, vide the reply to 
Q, 82, but they consider that a duty as high as 25 per cent ad valorem would 
tend to hill the demand. From a revenue point of view they would oppose 
an export duty on hides and shins and arc opposed to a marriage duty. 

Q. 121. — The Committee of the Chamber cannot accept as being true 
of India the statement that a tax on tobacco has the advantage of being 
administered at a very low cost. They have already stated in their answer 
to Q. 120, that a tobacco monopoly would be easj' of evasion. 

Irnported tobacco already pays duty but it would be very difficult, in 
their opinion, to levy a tax on all the tobacco grown in the country. 

Q. 133. — They prefei- specific to ad valorem duties for tobacco 
cigars and cigarettes. 

Qs. 132 and 135. — Since India cannot produce the various qualities 
of tobacco* that are imported, the Committee would not favour a heavy duty 
on imports of manufaetuieci tobacco as preferable to an excise duty on 
Indian-made tobacco. 

They do not ol'.ject i^o the pnne pic of an excise duty on locally-manu- 
factured tobacco for revenue purposes jirovided it does not handicap the local 
industry and can be collected without evasion or undue expense. 

Q. 136 — The\ woulci not object ^o (c) provided smuggling from Indian 
States could be prevented. 

Q. 137. — The Committee feel very strongly that the introduction of 
such duties should be taken into consideration, whether new sources of 
revenue are required or not. .Fide replies to Qs. 37 and 120.) 

Q. 138. — The Committee agree in principle to all those methods. 

Q. 139 (3). — If by Federal is to be understood the Central Govern- 
ment, tlsey agree that all inheritance taxes should be adnihiistered centrally 
subject to a subsequent distribution among Local Governments. 

Q. 140. — The Committee of thq Chamber recommend the British 
system for trial. 

Q. 141. — They consider method (a) viz: — to apply the tax to the 
share of the deceased, to be appropriate. 

Q. 142. — They accept this proposition. 

Q. 144. — ^The imposition of duties on inheritance or succession pre- 
supposes a certain standard of honesty amongst the people. There would bo 
some difficulty in assessing the duty in the case of movable property other 
than stocks and shares; that difficulty being present in inverse ratio to 
the honesty of the people, but the Committee do not consider that this 
should be made a reason for not attempting to collect the duty. 

Q. 145. — ^The Income-tax Agency. 

Q. 146. — In the opinion of the Committee Es. 1,500 would be an ap- 
propriate exemption limit in India. 

Qs. 147 to 149. — ^The Committee of the diainber are not prepared to 
attempt to indicate what constitutes a suitable,^ basis for a theoretically cor- 
rect distribution of taxes between Central and Trovjncial Governments, hut 
they desii-e to re-affirm their support to the representation recently made by 
the Bombay Government with regard to the Sleston Settlement. 

Q. 152.— They agree that export and import taxes must be national 
in character. 

Q. 153.— Subscribing as thej^do, in their answer to Q. 152 to the 
principle of export taxes being national in character, it follows that the 
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Committee of the Chamber do not agree that export duties levied on good 
that can be identified ns the produce of a particular province should b 
allotted to the province concerned. 

Qs. 154 and 155. — ^In 1918, the Chamber supported the Burma Chair 
ber of Commerce in a representation to the Government of India urgin 
amongst other things that as far as possible a uniform excise system shoul 
be established for the ivhole of India and Burma. 

The Committee of the Chamhor still subscribe to this principle thoug 
they realise that if prohibition is to he introduced by one province and no 
another, it must be necessary for the province -which desires total prohibi 
tion to have the right to roach that end in its own ways, one of which migh 
be the infliction of prohibitive duties. 

It is presumed that this question refers only to liquor and drugs. li 
however, excise duties on manufactures of other articles are to bo included 
such as is suggested in Q. 153, they would sta-to their opinion that all dutie 
on manufactures should be central and coutrall 3 ’ controlled. 

Q. 156. — They agree that income-tax and succession duties shoul 
bo centrally administered. They can .see no reason wliy a division of th 
proceeds should not be practicable oven though it may be arbitrary. I 
should be based of course on equity and in thils connection the Committe 
would again refer to the representation of the Bombay Legishativo Counci 
with regard to the lileston Settlement. 

_Q. 157. — They see no necessity to alter the arrangement made ii 
1923 introducing uniformitj’ in the administration of the Stamp Act. and n- 
reason whj- sucli duties as are now administered locall.v, should he. contrail; 
.administered. 

Q. 162. — 'I'ho Committee of the Chamber arc of opinion that no ban 
and fast line can be drawn. For example, under the existing system Pro 
vincial Governments pay customs duty which is a source of central revenm 
and they see no objection to this. 

At the same time they agree that ns far as possible the variou! 
Governments should not bo allowed to tax the property or transactions o 
eacn other. 

Q. 163. — (f the words ‘State entci prise’ include local atithorities. tin 
Committee consider that the post office, telegraphs, irrigation am 
water-supply are ma**eis for State cntei-prise. whereas te!o])hones. ga.s. elec 
trie lighting and electric power are better undertaken hj' private enterprise 
provided the scale of charges in the license is limited as at present. 

Q. 164. — The Committee of the Chamber would not support sucl 
State monopolies. 

Q. 165. — They would not recommend an extension of the monopolj 
jj-stem. 

Q. 166. — Except for reasons unconnected with revenue, o.g.,- the con- 
trol of -the production of quinine, they repeat that they would not recommend 
the extension of the monopoly sj^stom. 

Q. 167. — ^They accept the statement as applicable, mvfafia mniavdis, 
to conditions in India. 


Messrs. Grantham, Peterson and Sulivan gave oral evidence 

as follows 

(The answers were given bj' hlr. Grantham except where the contrary 
is stated.) 

The Prp,xidcnt. Q. — ^You have been good enoxigh lo_ answer quite a 
number of questions in our rather elaborate questionnaire. I think we 
maj’ take as read the preliminaiy qualifications under which you give jmur 
evidence. You saj’ on the subject of incidence, j’ou wish that this enquiry 
into the incidence of taxation has been preceded by an enquiry into the 
taxable capacitj’ of the countrj’. Do you think it would be practicable to 
get any definite idea about the taxable caiiacitj^ of the countrj’? 

A. — We look at it from the point of view tluit unless one knows the tax- 
able capacity of the people, it is very difficult to make any rccommend.a- 
tions as to how the system of ta^ntioi^ could be changed. 
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Q. — ^There is another committee sitting to consider how you would 
arrive at the taxable capacits’. It is said to be verj^ difficult to arrive at 
any definite figures, and tliat when you liad got them, they would be out of 
date. Generall 5 " speaking, a Chancellor of the Exchequer does not won-y 
about the average income. He only concerns himself with iiutting on taxes 
to hit or relieve certain classes. 

A. — ^Is it not rather difficult to say which class is paying too little and 
which class is paying too much, unless you know exactly what their incomes 
are? 

Sir Percy Thompson. Q.— In some cases, for instance, the inconie-.tax, 
the effect is "automatic ; the "richer a man, the more he pays. 

A. — But the bulk of the taxation in India is indirect. 

The President. Q. — ^It is suggested that the poorer classes pay on salt, 

• -'tton duty, petroleum and matches, but ‘there is a class above that which 
does not make any fair contribution towards the general revenues, sudi 
as the small shopkccncr. He escapes the land assessment and he does not 
pay much more in taxes than the average cooly. Then there is the landlord 
who is generally stated to constitute one of the classes that escapes many 
kinds of taxation. You can tell which class is paying its share. 

A. — I think we felt that the bulk of the taxation is on the poorer 
classes who are taxed indirectly. Therefore it is very difficult to put further 
taxation on to them or to take it off unless one lias got some idea what 
each man’s income is. 

Q. — ^Your idea is that the poorest classes are generally paying the full 
share? 

A. — ^Yes. 

Q. — Then you favour 'an increase of the taxation on higher classes? 

A. — I do not think it is a necessary corollary that we should increase 
their burden. 

Q. — At any rate you think you should not increase it? 

A. — ^Yes, as it would appear to us the poor are sufficiently taxed. 

Sir Percy Thompson. Q. — ^Take, for instance, salt, how much does the 
■poorest man pay? . 

Mr. Peterson. A. — ^The real difficulty is that we do not know how 
much they are paying for^Salt. 

Q. — From the figures we find that he pays three annas. 

il/r. Peterson. A. — ^Are these statistics accurate? I think we feel that 
even if you had figures regardinc what a poor man is actually paying, you 
have no idea as to what he could actually pay. 

The President. Q. — ^Evon as between the families' in the poor class you 
will find, according to Dr. IMann’s very careful enquiries, enormous varia- 
tions between similar classes in different districts. 

A. — Yes, that is quite correct. 

Q. — I think it is rather difficult to say. Supposing you had the most ela- 
borate statistics of different classes, how would jmu be able to apply them? 

A. — Still it is verj’ difficult to say without it how they should be taxed. 

Sir Percy Thompson. Q. — Even where you have got good statistics as 
in England, it is very difficult to find out the income of the poorest class, 
such as the agricultural labourere. 

A. — ^But even the agricultural labourers in England get more or less a 
standard wage now. 

Q.— rEveu if it were practicable to divide- India into classes, say 100 
classes and then get their incomes, would there not have to be 100 sub- 
divisions? Take the agricultural labourers, don’t you think that their 
wages vary enormously all over India? 

Mr. Peterson.' A. — 1 don’t think they vary very much. Take an aver- 
age village in Bengal and find out the income of an agricultural labourer 
in that village, fJien you will find that the income of agricultural labourers 
all over Bengal will be very much the same, 

YI-IO 
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The President. (J. — It is verj’ tlifTiculfc to find out oven ivith 'one’s own 
servants. Ono would smoke cigarettes and another would smoke hiris or 
drink liquor. 

A. — T think expenditure on real necessaries of life would not vary 
much. 

Sir Percy Thompson. Q. — The difficulty is that it is the poorest classes 
who drink most. Is it not rather difficult to hold that the poorest classes 
are overtaxed when they voluntarily go in for consuming an article wliich 
involves a very high dutyp 

A. — I am afraid^ J have very little knowledge as to how much the 
up-country people drink. 

Q. — We have certainly been told that it is the lower class people who 
drink. 

A. — If you apply the case to the manufacturing labouring classes in 
Bombay, I should say that you arc right. They do spend an extraordinary 
amount on drink proportionate to their wages. 

Q. — put it to you it is rather difficult to say that a man is^overtaxed 
when ho goes voluntmlly and consumes something which in itself *is subject 
. to enormous taxation. 

A. — quite agree to that. Wo felt wo have very little Trnowledge 
what his income is at all and what he is paying on ncco.ssaries of life. 
We have very little knowledge of his real budget. 

The President. Q. — You would like to see the collection of family 
budgets extended on the lines which have been recently done by Mv. 
Findlay Shirras? 

A. — I think on the whole it would be very useful. 

Dr. Ilyder. Q. — You will please look to your answer to Q. 5. You 
say that “inasmuch as the majority of the Indian population is agricul- 
tural and they undcv.stand that the Set f lenient Officers are in a position 
to furnish accurate statistics in regard to the area under cultivation, they 
do not consider that a general census of production is necessary, nor could 
its expense be justified.’’ Can yon draw a conclusion fropi that that tho^ 
I'eturns of crops are also accurate? 

A. — No. you cannot. o 

Q. — You think these returns ought to be made more accurate? 

A. — Yes, we have pressed for that more thau once. 

Q. — Do you think the same could be ••applied in the case of tlio org.a. 
nized industries also, like cotton, jute, etc., on the following points, what 
is the total amount of produce, the crops, wages; prices, etc., to ascertain 
the economic condition of five million people everj’ j’ear? 

A. — 'Wg have already recommended in our written evidence to the 
Economic Enquiry Committee that it should bo done. 

Q. — ^I gather from your answer that the census of production would not 
be worth the cost. 

A. — That is as regards agricultural iiroduco. 

Q. — Do j'ou think it would cost us a great deal? 

A. — I think what was behind our idea was that the existing depaiT- 
ments should bo able to get on with this' work without any. unusual estab- 
lishment for this particular work. 

Q. — I am interested in your answer to Q. 13. You ai'o opposed to any 
manner of Government commercial undertaking? 

A. — ^Yes, very definitely. 

Q. — Even if this relates to naturally monopolistic undertakings? 

A. — If it is in a matter like salt, we should not oppose it. 

Q. — Think of the undertakings which are of a monopoly nature from 
the very nature of the ease. 

A. — Could you state an instance, Sir? 
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Q. — ^Railways. 

A. — On the tvhole ve are oijposed to State railwas'-s. 

The MaJiarajadhiraja Bahadur of Burdwan. Q. — ^Don’t you think that 
railways in almost in every country are practically becoming State railways 
nowadays ? 

A. — am opposed to State railways in this country or in any other 
country. 

, -Q. — You are opposed to the State stepping in where private enter- 

prises should bo allowed to have its chance? 

A. — ^We think there is more enterprise and more economy if it is done 
by private enterprise than by the State, 

'Q, — Don’t you think people will have better chances of having their 
grievances I’edressed with a cornpany-run railway than with a State railway 
authority P 

A. — Certainly. 

Br. Paranjpi/e. Q. — Do you think the same principle would apply in 
the case of Indian railways where the capitalists are generally foreign? 
Don’t you think that your statement requires modification? 

A. — ^None whatever. I do not think tjiat makes any difference at all. 

Dr. Ryder. Q. — ^W’hen coming to Q. 18, supposing these were operated 
by a company and it made a profit, and then you would say there is an 
element of taxation? 

A. — We did not recommend that port administration should be under 
company management. 

Q. — The point is this. Everything that State takes is really in the 
nature of a tax in providing port and- harbour facilities. If these facilities 
were provided by a. private commercial company, then you would saj” that 
what the companies charge is also a tax? 

A. — -Wo assume throughout that there should bo no profit on the 
port dues. 

Dr. Paranjpye. Q. — ^Do you think there is an element of taxation in 
it? 

A. — ^Yes. 

Dr. Ryder. Q. — You say at the end that they should, however, yield no 
surplus to the general revenue. If these ports were all run by private com- 
panies, they Avould at .the end of the year distribute profits; you would 
call this sum of money a return for the services rendered, but if the State 
makes profits and adds to the general revenue, you say there is an element 
of taxation. 

A. — ^We have said that either fees should be reduced* or surpluses 
should be .spent on improving or extending the port. 

Q. — Do you thinlv any private commercial company will do that? Do 
you apply this principle to your own business? 

A. — ^1 still do not see how this question applies to ports. The success 
of administration of ports may he very largely due to the fact that the 
governing bodies consist of non-Government members. 

Dr. Taranjpye. Q. — 1 shall put to you the example of a tramway com- 
pany. In some places tramways are managed by local bodies. Do you mean 
to say that they should make no profit and that, if they happened to make 
a profit, they should reduce their fares? 

A. — have never said that. 

Q. — ^In answer to Q. IS, you say that “the Committee consider that 
while dues levied under the Indian Ports Act and under the Port Trust and 
similar Acts arc levied for a special jjurpose, they must at the same time 
fall within the category of indirect ta.\ation’’. 

A. — That apiilics ijurely to ports. ‘ 

Q. — Can you not conceive of a port being managed by a private firm? 

A. — I should not like to "Sjeo an Indian port managed by a private firm 
under any circumstances. 
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ir/ie Maharajadhiraja Bahadur of Burdivan. Q. — ^Is it becauBO ports 
would be an unliiniled source of incoiiio? 

A. — Besides, the manageiucnt of ports has very great effect on tlio trade 
of the country. 

The President. Q. — In South America you have many cases of ports 
managed by railways. 

A. — ^Yes, it is done in England too. 

Dr. Paranjpye. Q. — ^In that case, wliat do you think of tlie profits made 
out of the management of ports : is it taxation or not? 

A. — ^In the case of a private compan 3 ' which makes jirofits out of ports 
and distributes them to its shareholders, obviously it is taxation. It is 
taxation on one class ol people b^’ auothcr. 

Sir Percy Thompson. Q. — Qs. 33 and 41: you would not lilro to seo the 
rates of income-tax iiicroasod until such time as tho machineri' for tho 
collection of tho tax is imiirovcd. Is it not imjn-ovingp 

"A. — Thorb" has been improvement, but I think there is still a great 
deal of room for further improvement. 

Q. — ^Have you anj’ suggestion to make as to how tho machinery could 
bo improved? 

A. — do not think I Iiavo. 

Q. — Ono suggestion has been made to us that non-official bodies should 
be associated with tho income-tax assessors. Do j’ou think it is a possible 
suggestion ? 

A. — I do not think so. 

Q. — Do you think tliac tax-paj’ors nvould object to their compotitore 
knowing details of their income? 

A. — 1 think so. 

Q. — Why should they object heio? As you know, in England, tho in- 
cojue-tax is administered by unofficial bodies known as District Commis- 
sioners. 

A. — Information travels vciy quidcly in this country. 

Q. — Do you think there will be any harm in having, in big towns like 
Calcutta, Bombay and Madras, a non -official body selected from among 
commercial men to whom there should bo a right of appeal without going 
to the higher official? 

A. — 'Wg would rather appeal to the higher official or to the Higli Court. 

Q. — ^IVould you see any harm if you had tho option? You need not go 
to this bodj'. I'hero is a considorablo body of opinion in this countri' which 
rather resents tho official being judge and jury in his own case. In Calcutta 
tho Chamber of Commerce told us that there would be no difficulty in getting 
suitable men to act, in I»Iadras they' Avero not quite so sure. 

A. — 1 think there would bo great difficulty in Bombay to get suitable 
men. 

Q. — ^Don’t you think you would bo able to got a reliable body of half 
a dozen men to act as non-official assessors? 

A. — I can only say that we would rather appeal to tho income-tax officials 
or to tho High Court than to a body of private assessors. 

Dr. Paranjpye. Q. — I suppose there are people of loAver i)osition rvlio 
feel that they do not alwaj-s get justice from tho officoi-s of tho department : 
won’t such people feel tempted to refer questions to unofficial assessors? 

A. — Even poorer people have the right of appeal. I rvas not arvaro 
that that feeling existed. 

Q. — At anj' rate, there has been a good deal of feeling that appeals 
should bo addressed to courts. 

A. — should bo quite prepared to see appeals -lodged to the High 
Court. 

Sir Percy Thompson. Q. — You would not suggest a right of appeal to 
the High Court except on a question of law..? Otherwise j’ou are using 
the High Court for a jAurposo for which it was nodtlier -intended nor 
qualified. 
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A. — think the appeals to the High Court would have to be on ques* 
tions of law. - 

The Maharajadhiraja Bahadur of Burdwan. Q. — Supposing a strong case 
was made out that the right of appeal should be to somebody outside the 
Income-tax Department, what would be the kind of body you would suggest? 
There is, as you know, verj' often in this country an unnecessary suspicion 
against the executive authorities, and the tendency always is to plump 
for a judicial authority. 

The President. Q. — ^IMay I suggest an alternative? If a strong case 
were made out confirming the suspicions of the executive authority, would 
not the remedy be to reform the executive authority? 

Sir Pprcy Thompson. Q. — I do not think I can agree there. There is a 
tendency in every country for officials to support one another. 

A. — ^May I ask if the appeal to the proposed non-official body is to be 
on questions of law or on questions of fact? 

Q. — On either questions of fact or of law. They would be final on ques- 
tions of fact subject to a right of appeal to the High Court on questions 
of law. - If it is optional, I cannot see how it damnifies anj'body. Ever 5 d;hing 
depends on whether the unofficial body would bp reputable, would deal fairly 
and would act in an honorary capacity. 

Mr. Peterson. A. — I do not think you would have any chance of getting 
an honorary body. It would be a veiy unpleasant task. 

Q. — There is no such difficulty in England ; it is a thing which is 
rather sought after. 

A. — Conditions in England are rather different. There is a far closer 
control over income-tax. 

Q. — May we take it then that you do not consider that you would 
get a suitable body to act in places like Bombay? 

A. — 1 do not think we could. 

The President. Q. — ^You think that, provided the administration can bo 
improved, income-tax is one of the taxes which can be steepened in the 
matter of graduation? 

A. — Yes. 

Sir Percy Thompson. Q. — ^I think everjffiody will agree that in prin- 
ciple there is a case for taxing earned incomes at a lighter rate than un- 
earned incomes. 

A.— Yes. 

Q. — ^In India we are told that there is not a very large amount of un- 
earned income, it is with the rich people; also at present, by far the largest 
source of unearned income, viz., rents on agricultural lands, is not taxed 
at all. 

A._ — I have no knowledge of the amounts of earned and unearned in- 
come in India. 

Q. — We are told that it is relatively small : at any rate, the biggest 
form of unearned income, viz., rents, is not taxed at all. To take all the 
trouble to differentiate between the small amount of ' uneaimed income and 
the large aniount .of earned income and to leave agricultural rents entirely 
free from either. looks a little meticulous. 

A. — ^Would agricultural rents remain untaxed if -you differentiated 
between earned and unearned incomes? 

Q. — That is a very big question ; if they were taxed it would put a wholly 
different comple.xion on the matter. Inasmuch as rents are not taxed, it 
seems to me that you are only making a very partial application of the 
principle. 

You say that super-tax is a bad tax. But if some sort of tax of 
that kind is to remain, you would prefer that it sKbuId remain in it's present 
form? 

A. — Yes. , '■ 

Q- — ^Is there any logic in excluding the first Bs. 50,000? 

A. — To the extent that we should like all excluded, there is logic in it. 
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Q. — The tax is one anna in the rupee on profits above Rs. 50,000, 
supposing the same yield could be obtained by taxing all profits at the 
rate of half an anna in the rui)ee, do you think it would be fair to do so? 
You may have a company with very rich shareholders which is not making 
Rs. 50,000 : on the other hand, you may have a large company making 
profits of over Rs. 50,000 which is distributed among small shareholder's. 

A. — I think the point is that super-tax does prevent expansion oi 
trade and one would like to see a free portion which is not taxed to super- 
tax at all. > 

Q. — Still, if you tax the free portion and lighten the burden on the 
portion above the exemption limit, aren’t you much more likely to encourage 
ehteiTrise P 

Mr. Peterson. A. — There are many small companies which* are not 
taxed at all at present, but you propose to tax them: that is not the 
idea of a suxrer-tax. The idea of a super-tax is that you do not tax until 
a certain amount of profit has been earned. 

Q. — But surely both the income-tax and the super-tax on companies 
are taxes on individuals. 

Mr. Peterson. A. — The fact that the shareholders of the company are 
rich or makes no dn'i'erence to the incidence of taxation. 

Q. — It falls ultimatel 3 ’ on the .shareholders. 

A. — Our objection is that it hampers the development, of the company : 
if you put it on the first Rs. 50,000, it would still further hamper the, 
development of the company. 

Q. — I suggest that you encourage the development of the company in 
cases where the company is making more than Rs. 50,000. 

A. — 1 do not think' so : I think you must have a free portion first, 

I think we would rather have the free portion as it is. 

The President. Q. — In dealing with double taxation, you saj' that 
“super-tax operates with undue severity on companies with capital invested in^ 
subsidiary- companies.” Would it be possible to make an allou'ance for that^ 
and in making up the accounts of the parent company for super-tax, would 
it be possible to exclude money received from subsidiary companies? 

Mr. Peterson. A. — The actual objection is this : a company which makes 
profits paj'S super-tax on those profits: when the profits of that company 
are paid to the parent comxjanj', that company again i^aj's sui^er-tax on 
the same profits. The individual shareholders themselves paj' super-tax 
and so on the original profits suijer-tax is paid three times. 

Q. — In making up the accounts of the parent company, you might 
be allowed to deduct anj'thing received from the subsidiary company on 
which super-tax was already paid. 

illr. Peterson. A. — The income-tax officer would not allow that to he 
done. 

Q. — Of course, legislation would be necessary. If it. was carried out, 
would that be a practicable arrangement? 

A. — ^Any arrangement of that kind would meet our objection. 

The Maharajadhiraja Bahadur of Burdwan. Q. — ^In your Presidency 
there is no iDermanent settlement, and naturally you are more free to 
consider the question of levying an income-tax on agricultural incomes, in 
Bengal, where there is a permanent settlement, the Chamber of Commerce 
were charj' to suggest an income-tax on agricultural lincomes. You say that 
“the Committee • see no reason whj' the surplus income derived by agri- 
culturists after paying land revenue should not be subject to income-tax 
on the existing scales, but they realize that there would be difficulties in 
arriving at assessment, owing .to the illiteracy of the agricultural classes.” 
Would you levy it as a universal tax? 

A. — ^Yes, subject to the limit that we have suggested, viz., Rs. 1,500. 

Q. — It has been suggested that the iiicomejtax on agricultural incomes 
should be levied universally as a substitute for land revenue; there is also 
another proposal to levj' it as a sort of double tax; i.e., over and above the 
land revenue. What would you prefer? 
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A. — you consider land revenue to be a tax, then I should call that 
double taxation. 

Q. — And you vould levy it on a graduated scale on incomes above 
Rs. 1,500 derived from agriculture? 

A. — ^Yes, after deducting land revenue. 

Dr. Paranjpvc. Q. — ^Land revenue would be regarded as part of the 
cost of cultivation. 

■ A. — ^Yes. 

Sir Percy Thompson. Q. — ^Your answer to Q. 45. The suggestion in the 
quesfon waS that, in order to get the tax on dividends of bearer securities, 
you should levy income-tax by way of a stamp duty. It was not intended to 
have the stamp duty in addition. Are you taking Q. 45 as applying only to 
Government securities? 

A. — ^We were taking it as mainly applj’ing to Government securities. 

Q. — Haven’t Government got any bearer securities? 

A. — There is Government paper: promissory notes arc more or less 
bearer securities. 

Q. — ^Is not a promissoiy note a promise, to pay a definite amount 
on a certain date? 

A. — ^It is. 

Q. — 1 do not think it would apply, because there is not a definite 
amount to be paid as interest in the case of the Government paper. The 
idea of the stamp duty was that you should have a bearei security with 
coupons attached for interest. I do nos think anybody suggested that in 
the case of short-term securities you should have the stamp : it was only 
suggested in the case of pei-potually recurring payments of dividends. 

A. — In any case, if the stock changes hands, the interest is taken into 
consideration by the intermediate buj-er. 

Q. — ^Is not that fair, because each of the intermediate buyers would 
take account of the fact that there, was income-tax? 

A. — ^It will present difficulties. 

Q. — Suppose you have a 5 per cent security for £100 and that when the 
half-j'early dividend is duo, the stock is sold. Won’t the purchaser take 
account of the fact that the dividend will be subject to incune-tax? 

A. — It is not quite clear what form of bearer securities is meant. 

Q. — Sa 3 ’, you hold bearer shares in some English or French company 
ivith a lot of coupons attached. You cash those coupons as thej’ fall due 
and dividends are declared. The coupons are paj’able to bearer. In England 
and on the Continent there is a good deal of evasion of tax on those coupons, 
because the authorities are unable' to get at them. 

A. — I do not think we have anj’ shares of that kind here. As a matter 
of fact, we. do take income-tax on all pa 3 'monts of dividends. 

Q. — ^Yoax are satisfied with the S 3 ’stem of assessment on the basis of the 
previous year’s profits? 

A. — ^Yes. 

^ Q. — ^Thei’e is one disadvantage, and that is, in the case of an income 
which fluctuates veiy wideli'^ it will pa 5 ' more if the tax is levied on the 
basis of the previous year’s income than if it has to pa 5 ' on the average 
of three 3 ’ears’ income. Take the case of a compan 3 " which makes no profit 
ill one year and makes a profit of Rs. 1,00,000 the next 3 ’ear. It pa 3 ’S 
more than if it made Rs. 50,000 each 3 'ear. 

A. — On the whole, it is preferable to pay on the previous year, and not 
on three years’ average. 

The President. Q. — ^Now, let us come to taxes on consumption. You 
say that salt and matches- are suitable for this form, of duty. It has been 
brought to our notice that the present rate of tariff on matches has given 
riso to.an enormous amount of smuggling, and also to the making of matches 
behind the customs wall. It appears that they are building up a vei’y 
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unstable industry, because once the tariff is reduced the whole thing would 
tumble domi lilco a pack of cards. If a tax on matches is a proper form 
of Government revenue, would it not bo more satisfactory to have a match 
monopoly? 

A. — ^You mean the giving of a monopoly to private enterprise? 

Q.— Yes. 

A. — would object to such a monopoly. 

.Q. — In this country looking te the small amount of raw material 
available for the manufacture of matches, would it not bo most profitable, 
from the revenue point of view, to give a monopoly of imports to private 
enterprise ? 

A. — A monopoly would be distinctly dangerous. It cuts out all 
competition. 

Q. — ^Do yon think there is any chance of a Useful local industi-y being 
fostered? 

A. — I cannot see why a local industry could not bo built up. 

Q. — Have you got the raw materials? 

A. — Some of them. 

Q. — As for instance? 

A. — A certain amount of timber which is actually used. 

Q. — My information is that timber is being imported. 

A. — ^Hitherto the practice was to import a groat deal of the timber. 
But now local timber is being used to some extent. 

Q. — For a time all the raw material was being imported, and matches 
wore made out of purely imported materials and that was called a match 
industry. 

A. — But matches are now being made actually out of the local wood. 

Q. — ^Then you would bo opposed to a monopoly? 

A.— Yes. 

Q. — On the ground of fostering a local industry? 

A. — On the ground that it would tend to exclude all competition in 
the supply of an article of general consumption. 

Q. — Because competition reduces prices? 

A. — It keeps them at the proper level. 

Q. — The assumption is that you want to keep prices at a level where 
you can got the maximum revonuo, and if the monopoily is given, the 
monopolist would have to sell matches at a fixed price. 

A.— *-Then, I presume Government could raise the import duty 
accordingly. 

Q. — The difficulty of the import duty is that it has given rise to 
uncontrollable smuggling and importation of the raw materials' which aie 
made up in the country. 

A, — ^I presume if the industry is built up in the country, the Government 
would lose the revenue, unless an excise duty were imposed. 

Q. — Yes, and it becomes not worth while to continue the tariff, and if 
the tariff is taken off the industr5’^ will be killed by competition. It is surely 
very unsound from the business point of view to build up an industi-y like 
that by simply niaking up the imported materials behind tho tariff Avail. 

A. — ^If the tariff is to bo taken off at the end, then it is unsound. 

Q, — Is it not the fact that the industiy is built up by importing.timber 
from abroad ? 

A, — It used to bo tho case, but it is gradually changing. I think more 
local timber is being used noAV. 

Sir Percy Thompson. Q. — ^We are told that it is difficult to got the 
timber locally. 

A. — ^No real effort was made before. 
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The President. Q. — ^Tlie indnstrs' has been going on practically for the 
past twenty years. 

A. — But it was not properly organised, there was no capital behind it, 
and no real effort was jnade to get the timber locally. 

Q. — ^Is there an.y large capital behind the manufacture of matches from 
local timber now? 

A. — I cannot^ say_ what capital there is behind it, but I understand 
that local timber is being used. 

Q. — I thought that the only concern of any importance was depending 
entirely on imported material. 

A. — I do not think so. 

Q. — ;! think the concerns which use the local timber are quite small. 

A. — I think there has been a growth in the use of local timber. 

Pr. Faranjpye. _ Q. — The result of giving monopoly to one foi-eign firm 
would be making this country depend entirely on a foreign country for .an 
essential article of consumption, and in an emergency like a war Ibe 
country would have to go without matches. Will not that be the case? 

A. — 1 am not in favour of giving a monopoly to any one. 

The President. Q, — ^In your answer to Q. 68, you refer to supple- 
mentarj' import duties on foreign liquors. Would you give us your ex- 
perience of the working of that? 

A. — I do not know if that is levied now. 

Q. — In Bombav don’t you put now a supplementary import duty on 
foreign liquor in lieu of vend fee? 

A. — do not know that,. Sir. 

, Q. — It is either a customs duty or a vend fee, but it works out to 
the same effect. I am told that one objection taken to that is, that although 
it is a vend fee it affects transactions by private importers. 

A. — ^Does it apply to liquor that goes up-country through the Bombay 
port? 

Q. — ^If it goes out of the Presidency, the importer obtains a refund 
from the Customs Department. 

A. — As long as it is not definitely a customs duty and is payable only 
on liquor consumed in tiie Presidency, we do not object. But we object 
on principle to anything in the nature of a' transit tax. If it is a local 
tax on local consumption, we should not object. 

Q. — ^I may explain the way the thing has developed. At first they 
demanded a fixed license fee, but the sales were varying and they wanted 
to tax the licensees in proportion to their sales. It was difficult to get at 
the books, and so the ultimate arrangement was to impose so much x>ei’ 
gallon as a supplemental^ duty. 

' A. — Our objection is mainly to a customs dutj'^ or import duty affecting 

liquor going all over India. 

Q.— -You say in your answer to Q. 79: "It is a matter of common 
knowledge that the smuggling of such articles as sugar, matches, silk and 
silk thread into British India through Cutch, Kathiawar and Portuguese, 
and French India is extensively practised.” Do you think in some of these 
cases, lower duties would give a better return? 

A. — It is difficult to say in the case of an article like matches where 
the .duty is 200 per cent. 

Q. — ^In answer to Q. 83, you say : "There is a very real danger of 
specific duties on articles in universal use being pitched and kept at too 
high a level”. Have you any experience of the new customs duty on 
cigarettes, the specific duties recently introduced ? 

A. — I do not think we have had time to base any conclusion on this. 
But we felt that the recently imposed duty on sugar was pitched at too 
high a level. Lf sugar comes down to pre-war prices, the cIuty, I take it, 
will have to be reduced, 
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Q. — ^Tliat is to say, tlie ad valorem duty has heon converted into a 
specific duty, and if tlie price falls, the specific duty will be, compared 
to the value, too high. 

A.— Yes. 

Q. — You say in answer to Q. 87, that taxes are alreadj' imposed or about 
to be imposed in Bombay on advertisements. ^Ye cannot find any such 
tax imposed bj' Government. 

A. — think the municipalitj’ taxes advertisements, not newspaper adver- 
tisements, but po.sters and placards. 

Dr. Paranjpijc. Q. — The tax was iinposcd only last year. Now, would 
you impose a tax on newspaper advertisements? 

A. — I think not. 

The President. Q. — Do you know how the municipality levies this 
duty? 

A. — do not know. I should rather think they lot out the right, to 
put up these boards to contractors and charge the contractors so much for 
each advertisement. 

Sir Percy Thompson. Q. — Thej’ cannot let out the right to post adver- 
tisements on private premises. 

A. — could not tell you. 

The President. Q. — Then you mention a duty on betting. How does 
the matter stand now? 

A. — They say that a Bill is to ho brought in. 

Dr. Parampye. Q. — A tax on betting does not require a Bill. The 
Turf Club is licensed, and as a condition of the license they may bo made to 
pay a percentage of the takings of the totalizator. 

A. — Surely that would need legislation. How con a license bo given 
on those conditions? 

The President. Q. — Then you mention motor cai-s. Tlioro you do not 
refer to tho customs duty. 

A. — There is a municipal tax on motor cars. 

Dr. Paranjpyc. Q. — You mean the vehicle tax? 

A.--Yes. 

The President. Q. — One suggestion that has been made is that you 
should have a provincial tax on motor cars, just like the English tax, and 
motor cars should then bo exempt from the tolls. "Would you approve of 
A plan on those lines? 

-A. — ^Y^e have already said that tolls should be abolished. 

Q. — It has been suggested that tho greatest objection to the toll tax is 
from motorists, who consider it a great nuisance. 

A. — I do not see why tolls should not be abolished. Government have 
stated that they are going to do so. 

Q. — Suppose it is not possible to abolish them, would you have a plan 
like this for exempting motor cars? 

A. — do not see why there should bo any differentiation between the 
country carts and motor cars. 

Q. — ^The diflBculty is that country carts do not use the metalled roads 
as frequently as the motor cars. You can impose a general vehicle tax 
on motor cars, but if you do that in the case of country carts, jou will 
be taxing carts which do not use these roads at all. 

A. — J. have seen up-countrj' bullock-carts using these metalled roads. 

Q . — A great many of them are right in the villages, and they never 
get a chance of using the main roads. 

A. — That sort of tax woxxld become an unduU tax on motor cars. 

Q. — ^Is it not done in England? 

A. — ^In England there are xxo bullock-carts. 



Mr. Peterson. A. — \"ei-y few people who own cars in Bonibaj' tour in 
the mofussil.' I do not think I have paid a toll for several 3-ears. As it is 
T pa3’ a tax for using the car in the town, hut if 3-011 put a provincial 
tax on iny car, I may have to pay a much larger sum than is othenvise 
necessary. 

Q. — Then, we come to stamps. You make a very interesting suggestion 
"that there should he imposed a legal obligation on brokers to affix 
adhesive stamps of the requisite amount to the contract note itself, in 
addition to the ordinar3’ stamp dnt3’ pa3’able on that document.” Do 
contract notes pass in the case of all sales of shares? 

A. — ^Yes. All sales of shares made by brokers. 

Q. — Government liave leceribly introduced a uniform form. 

A. — They have suggested that the Stock Exchange should do so. 

Sir Percy Thompson. Q. — Do the Stock Exchange regulations requii-e 
that contiact notes should be used? 

A.— Yes. 

Q. — Is it not xnirely a matter of Stock Exchange regulation? 

A.— Yes. 

Q. — The Stock Exchange might abrogate that regulation. 

A. — If they did, the Bombay Government would have to intervene. 

The President. Q. — Then it really comes to this, that you will liave 
to legislate at long last that the Stock Exchange should see that evoi-3' 
contract for purchase and sale of stocks and shares should be reduced to 
writing, as in England. 

A.— Yes. 

Q. — Don’t you think there is a large amount of contracts which would 
not be reduced to writing at all? I am just suggesting that if you put 
a fairly heavy ad valorem duty on the contract note, the Stock Exchange 
might be inclined to say, it is purely a legulation of our own. and wo shall 
not enforce contract notes, in which case the duty would not yield mudi. 

A. — We do not think that this suggestion of ours is an ideal suggestion. 
Wliat we are up against is the system of keeping blank transfers for a long 
time. If the Stock Exchange is not prepared to make those transfers 
absolute at each settlement, the only other suggestion v-as to affix the stamps 
on the contract note. 

' Q. — ^Would it be unreasonable to legislate that a transfer should not 
be registerable if it is not presented within a certain time? You forbid 
secretaries of companies under penalty from registering transfers out of 
time. 

A. — That ivould mean that the transfer form would have to be dated 
in the first instance. That is not done at present. 

Q. — ^Would it be a good alternative to require the secretary of a company 
before he transfers the shares to satisfy himself by seeing the contract 
note? 

A. — ^I do not think so. 

Q. — ^How does he satisfy himself at present that a transfer has taken 
place ? 

A. — He gets the transfer deed signed b3' both parties and dul3' stamped. 

Q. — If you have an ad valorem duty on the contract note, you would 
have to reduce or abolish the dut3- on the transfer deed. 

A. — ^There is a likelihood. 

Sir Percy Thompson. Q. — In England there is an ad valorem duty on 
the contract note and on the transfer also. Of coui-se, it might lead to 
there being no transfer. 

Mr. Peterson. A. — The idea is to leA-5- a duty on each transfer. At 
present before the transfer is made, the deed passes through fifteen or 
sixteen hands: 

The President. Q. — ^Y^'ould it really be objectionable to ask the 
secretary of a company before effecting a transfer to see the contract note!-’ 
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Sir Percy TlioiMJSon. — ^Tliore may not be one. In any case you would 
have to see the whole series, including those executed by people who have 
no further interest in the matter. 

A. — There may have been five or six transfers in a day. 

Sir Percy Thompson. Q. — ^If the Stock Exchange is sympathetic and 
do what they can to enforce contract notes, that might probably solve the 
question. 

ilfr. Peterson. A. — If your duty is fairly low there would not be any 
objection, but if it is high you might impede dealings in stocks and shares. 

Mr. Grantham. A. — The best people who can deal with this are the 
people directlj' concerned wdth it. You ^might ask a prominent broker or 
member of the Stock Exchange. We can only say that there is great 
objection to leamng these transfers open for a long period. 

Q. — Can you tell us what documents pass in the produce exchanges? 

A. — In the Cotton Exchange it is purely a contract note. 

Q. — ^^Vhat applies to the Stock Exchange applies to that also^ 

A. — In the Cotton Exchange there is legislation by Government that no 
transaction is legal unless it is done under the rules of the East India Cotton 
Association. 

Q. — ^What Act is that? 

A. — It is an Act that came into force when the Qotton Contracts Board 
went out of existence. 

Q. — ^Every transaction must be reduced to writing? 

A.— Yes. 

Q. — ^At present th(y pay two annas stamp. 

A. — ^Yes. 

Q. — ^W’ould it be piacticablo to k-vv a low ad valorem duty on that? 

A. — I do not think so. , 

Q. — Why do you object to an ad valorem duty on the contract note as in 
the case of the Cotton Exchange? 

A. — I think we are dealing with a raw product that cannot stand heavy 
taxation. 

Q. — I do not think you will object to a small tax on transactions in 
cotton. 

A. — ^I do not think you can put a tax on the transfer of raw materials. 
It does not come under the same category as shares and stocks. This will 
hit the cultivators also. Further, it will drive people outside the oxcliange. 

Q. — It would become a turnover tax on cotton. 

A. — ^Yes. 

Q. — Is there anything to distinguish genuine transactions from those 
which are purely gambling ones? 

A. — ^Nono whatsoever. 

Q. — How will you distinguish between a genuine transaction and a 
speculative transaction ? 

A. — It is impossible to divide it. 

Q. — Can anj'body conduct a transaction outside the association? 

A. — No; you can do a transaction only through a member of the associa- 
tion and under its rules. Kutcha Kandi is transacted outside the association, 
but it is illegal and there is no recourse in law. 

The President. Q. — ^Eeferring to octroi, jmu say: “Moreover, there is 
the grave danger that such taxes may develop into transit taxes with an 
incidence sufficiently heavy to check the growth of trade in a particular 
city. . . .” Has it so happened hitherto? 

A. — ^^Ve have got no terminal tax here yet. 

Q. — ^You have got in the Presidency octroi and terminal taxes and also 
a tax on cotton, which is primarily 'a transit tax. 

A, — ^We recently replied to the Bombaj' Municipality on a suggestion 
of theirs to impose a terminal tax. Wo have strongly objected to it. 
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Q. — You liave got tliis tax on cotton in the up-country municipalities? 

A.— Yes. 

Q. — ^Have you objected to it there? 

_ A . — We have not objected to the tax being levied in up-country munici- 
palities. 

Dr. Faranjpye. Q. — ^For instance, the municipality of Dhulia gives 
service for the tax they le\'j’, because thej* say' that their roads are used 
■for carrying the cotton. 

A. — It may levy the tax on people who use the roads but not on people 
through whom the transaction on cotton passes. 

The President. Q. — ^In your answer to Q. 116, you object to the Madras 
profession tax as well as to the companies tax. There is now an amending 
Bill in accordance with your view. You say there : “(At the same time; 
no definite basis of assessment is laid down for the latter tax, the chair- 
man of the council or local board being left entire discretion in that 
respect, and the committee consider tliat the difficulties to which tlie 
legislation in question has given rise only serve to emphasize the un- 
desirability of conceding similar porrers to other local bodies and confirm 
them in their view that the municipal taxation of such sources of income 
should be restricted as far as possible.” 

A. — ^Yes. 

Q. — ^But it has been suggested to us that it is desirable to tax the 
small non-agricultural class in this way. 

A. — ^Are you talking of tax on capital or on profession? 

Q. — am talking of the profession tax, which is for the smaller non 
agricultural community, like the Daniyas. 

A. — ^Is it not possible for the municipality to levy a house tax? I think 
house tax would be a fairer tax than octroi. 

Q. — Would it mitigate your objection if this tax is collected through 
the Income-tax Department? 

A. — Personally I do not like profession tax. 

Sir Percy Thompson. Q. — ^In many parts of India octi-oi has been 
abolished. This was the main source of income for many municipalities. 
You -must find some means to replace this revenue which they have lost. 

Mr. Peterson. A. — In Bengal in most municipalities they have tried 
to get rid of profession and other miscellaneous taxes' and consolidated 
them into a house or holding tax. 

Dr. Paranjpye. — House tax will be the best in places where houses are 
in great demand. Take a town like Satara. There are big houses with 
hardly any tenants to occupy them. In such cases, the owners themselves 
will have to pay the tax. 

The President. Q. — ^You object both to profession tax and octroi? 

A. — ^Yes; but I would prefer profession tax to octroi. 

Q. — ^You do not object to the duty on tobacco in principle, but owing 
to the difficulty of levying it? 

A. — ^Yes. 

Dr. Paranjpye. Q. — ^You are against the levy of a small registration 
fee for marriages? 

A.-^I object to it on the ground that it would cause hardship to poorer 
people. 

Q. — ^You advocate death dutj* for India. In England they have estate 
duty as well as succession duty. 

A. — We can have both here. 

The President. Q. — ^You say that Es. 1,500 would be the appropriate 
exemption limit for India. - Is it with regard to both succession and estate 
duties ? 

j 

A. — For both. 

Dr. Dyder. Q. — ^Even if the inheritor is a distant relation? 

A. — ^Yes. 
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Dr. Daranjpyc. Q . — ^^yhat would be a fair rate for a proi)crty of over 
ono lakh in your opinion? 

A. — I have not gone into the question as to wliat the rate should be. 

Sir Percy Thompson. Q. — ^Thcre is a large number of Europeans who 
though they do not give up their homo domicile, live out here in India 
all their life. What would j’ou do in their case? 

A. — They must bo treated as in the case of income-tax. 

Q. — If a man is domiciled in England, he is charged to death duty ort 
the whole of his property wherever his estate is. Would you charge a 
European in India on the whole of his propertv or on the pVonortv situate 
in India? 

A. — Ho should not bo made to pay more than the maximum ho would 
have to pay in either country. lie can bo given the same treatment that 
is given for income-tax purposes. 

The Prcsklcni. Q. — If any goods aVo (uit in the market with a now 
trade-mark, is it registered with the Chamber of Commerce? 

A. — No. but the IMillowners’ Association register tickets and stamjis. 
I think trade-marks are merelv adrerliscd in the new.spapei-s. But (or 
infringment of trade-marks, a person cap be prosecuted. 

Q. — I think there is no liarm in Government registering tradc-mai-ks? 

A. — The actual revenue will be very .small in all probability. 

Dr. Paranjpye. Q. — Proof in case of a prosecution will bo easier? 

A.— Yes. 

The President. Q. — Do you wisli to add anything with regard to the 
division of proceeds? " . 

A. — I have nothing to add. 

• Dr. Paranjpye. Q . — You are against the Moston Settlement? 

A. — Yes. 

The President. Q. — You would agree to the division if the lieads of 
revenue are divided on the .same principle for all the provinces? 

A. — What the Bombay Government put forward in their repro.sontation 
to the Government of India was that they should have a share in the 
income-tax collected. 

Sir Pn'cy 'Ihompson. Q. — Is it fair to base a division on the actual 
collection inside a']n'ovince? 

A. — Not entirely. I think the Bombay Government made a reduction 
on account of income-tax collected in this province for outside sources. 

Q. — The headquarler.s of a particular concern may be in Bombay while 
the mill is situate in Nagpur. The dividend is given in Bombay and Bombay 
gets the whole ta.x 

A. — It is difficult to make a dividing lino. 

The President. Q. — You say tliat you see no reason why the stamp 
duties that ai-e now administered picvincially should be administered 
centrallj' ? 

A. — ^Yes, in cases like court-fees. 


filr. ABDESHIB. BUSTOMJEE SUBEDAR, Duhash Agent and 
Government Contractoi’, Bom'bay, was next examined. 


Written memorandnm of Mr, Subedar. 

My attention was first drawn to the subject of liidian taxation by the 
controversy raised on the question of the excise duty charged on the pro- 
duction of cloth of the mills in India by the Government of India. Much 
was said in deprecation of this duty, and it appears that this was the ono 
and only point on which at the present moment all interests and communities, 
the Anglo-Indians and the Indians, the English merchants and the Indian 
merchants were alike agreed. They are all in complete favour of the 
immediate and total abolition of the duty referred to above. 
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- In considering this, my attention was drawn to tlie remarks of Sir Basil 
Blackett, the Finance IMemher, who stated that the retention of the duties 
was necessar 5 " in the interests of the Indian revenues, which would suffer 
a heavy deficit if tliis duty were done away with. He even went so far as 
to express his willingness to receive suggestions from the members and the 
general public on the subject of taxation and the Indian revenues. 

Being impelled by this invitation, I addressed a letter to the Secretary 
to Government, Finance Department, putting forward the proposal outlined 
below, and then being informed by the Secretary to the Taxation Enquiry 
Committee that a copy of my letter has been forwarded to him and 
requesting me to put forth my views more completely in a note, I have 
been glad to write this note on the subject. Hence the proposal contained 
. in the preceding portion of this note is made in the hope and complete 
belief that it will provide an adequate means of obtaining funds to augment 
the Indian revenues, sufficient in amount to make up any deficit that might 
be incurred by doing away with the excise duties and would thereby lead to 
the repeal of the said duties. 

The Great "World War brought a demand from the warring countries 
for raw products, such as cotton, food-gj-ains, etc., wherby India, benefited by 
large sums aggregating to hundreds of crores of rupees, with the result that 
wealth" appeared to he overflowing in India. And what avenue could be 
found for this wealth but in trade or rather in speculation. Thus, one 
finds that during this time that in every trade speculation and wagering 
prevailed to the highest possible extent. 

Coming "to the state of things after the end of War, this speculation 
and wagering prevailed even to a greater extent, being increased on account 
of the pez-sons who, because of the genei'al dulness peiwading business 
of every kind, found scope for their enei-gy only in speculation and wagering 
of every type and description, and as business became duller or more 
discouraging speculalion ard satfa theiefore increased every day. And 
a look at the state of things even now will show the speculation and 
wagering are more rife than ever in evei-y business and trade. IJnder tlie 
system outlined below, it is proposed to impose a sort of check upon this 
unrestrained speculation or say, gambling, and at the same time to turn 
these speculative transactions, which do and must exist for some time, into 
profitable sources of revenue for the Goveimment. 

The vei-y idea of forward hzisiness carries the meaning of futurity, 

■ and as such speculative element must prevail. 

Bi'iefly put, the scheme proposed by me comes to this : Government should, 
to the extent shown below, legalise transactions in cotton, wheat, linseed, 
silver, gold shares, __ etc., which ai-e now classed as speculative and wagering 
transactions as valid and recognize thezn as beiizg duly enforceable in law by 
legislation. For pzitting through these transactions. Government should 
license certain number of hrokei’S in each market, who alone should be 
allowed to put thi-ough these ti’ansactions. For giving these licenses 
Government should charge fees. Fuither, it .should he provided that every 
such transaction done through a broker should he evidenced by slips passed 
by each party to the other and that each szich slip should hear a Government 
revenue stamp of a small amount vai-ying with the amount involved in the 
deal. It would be the duty of the licensed brokers to see that the slips bear 
the proper stamps, and legislation shozzld provide that the transactions 
would not he recognized in courts of law, if the slips bearing the proper 
stamps are not passed. Also if tlie ti-ansaction is not done thi'ough a licensed 
broker, it would not be enforceable in law. Lastly, for the better effecting 
of the above provisions, clearing-houses should he established in each of the 
bazars intended to be subjected to this system. 

With regard to my above proposal, I come fii-st to the question as to how 
far wagering transactions should be recognized by law. For this_ purpose 
it is necessary to see the difference between wagering transactions _ and 
speculative transactions, and also to note Jiow far both receive recognition 
at present. As regards wagering transactions, the same have_ been defined 
as “a promise to give money or moneys worth oii the determination of an 
uncertain event (Anson Law of Contract, 11th edition, page 266). Wagering 
thus depends' upon the result of an event which is uncertain. Speculation 
is similar in nature, hut differs in some respects, as I submit speculation does 
not depend purely upon a particular event as wager does. It is moi’e or less 
dependent upon the price of a particular coinmodity ruling at a particular 
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future time, and here the element of calculation and skill also play inncli 
part. In another way, wagering transactions are dealing where only, 
difference in the prices are to he paid, but no delivei-y intended or taken or 
given. In speculative transactions, on the other hand, delivery would 
ordinarily be contemplated. Having noted these differences, it must be 
noted that at present the law enforces speculative transactions, but com 
pletely prohibits wagering transactions. 

Under my proposal, wagering transactions for commodities mentioned by , 
me would have to be legalised and recognised in courts of law as being 
valid. In old law, wager and betting were considered as valid. Besides, 
it is quite clear that at present even banks and other respectable persons 
actually enter into these transactions, though they are denominated as 
speculative and wagering ones and are not enforceable in law. To whar 
extent this should be done I leave it to the Taxation Enquiry Committee 
to decide. 

As regards the licensing of brokers, only certain number of trusty 
persons who are already carrjdng on the business should be given licenses, 
and they should he made to pay periodical fees for the same. It would 
be the duty of these brokers to see that all speculative and wagexdng 
transactions are evidenced by slips bearing proper stamps. They should 
record all transactions done by them and report all transactions which 
contravene these provisions. As regards slips, stamps, etc., it would also 
be provided that any transactions of the nature above described, if without 
slips and stamps and not done through the licensed broker, should hot bo 
enforceable in law, and penalties may even be imposed to prevent such 
transactions being entered into without the intervention of the licensed 
brokers. It will be the duty of the broker to see the slips bear the proper 
stamps. The licensed brokers would of course be entitled to charge a 
higher rate of brokerage for his responsibility and trouble in respect of 
these transactions where only difference is intended to be or actually paid 
than in respect of dealings where delivery is taken. As regards the value 
of the stamps to be affixed on the slips, Government should prepare various 
tables applicable to the various principal markets, and the value of the 
stamps should vary with the amount appearing to be involved in the deal. 

It might also be provided that if a suit is brought in respect of these 
transactions and the slip is not stamped, the suit should be dismissed 
and both the parties and the brokers involved penalised. This would enforce 
due attention to the provision as regards the passing of slips and ilieir 
due stamping. For tlic better maur.gonieni of all such transactions, clearing- 
houses should be established in each principal^ market to which these pro- 
posals are applied for forward business. This would facilitate the work 
of the brokers and would serve as an effective check upon, and watch over, 
all transactions intended to be taxed as above and thus lead to the due obser- 
vation of the provisi.jiis It may he noted that clearing-houses do exist in a 
few of tlie chief markets, but they exist in a few, and even in these mostly 
for pifcco transactions and not for the kind of transactions intended to be 
dealt with here. 

Then comes the question as to the markets, to which these proxnsions 
are to be applicable. The principal markets in Bombay are the share bazar, 
the cotton market, the wheat market, the linseed and the gold and silver 
markets, where forward business is going on on a larger scale. _ In other 
places, a few other markets may also he prominent. I leave it entirely 
to the Local Governments of the provinces to determine what markets 
in places should have the above provisions of my proposal applied to them. 

Lastly comes the question what amount can be realized by putting 
into effect the above proposal. On this point I will only quote the figures 
relating to the various markets in Bombay” as a sufficient index of the 
general possibilities of the scheme (for the figures relating to the various 
markets of Bombay see appendix below^. These figures clearly, demonstrate 
that Bombay alone would contribute ho small portion _ of the revenue to 
be derived by Government from this system of taxation, and that the 
same would go considerably to augment the revenues of the Government 
of India. 

I submit that the revenue would amount to neai-ly two crores of rupees 
all over India by means of licensing brokers and stamps, because, as 
mentioned by me in my letter to the Finance Member, 20 crores of rupees 
are paid in” shape of difference only by merchants and speculators in .the 
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above commodities mentioned l)j- mo every year. ' Ko delivery taken or 
given. In fine, I believe my scheme, if properly worked out, would be a 

^ forward the same with .some hesitation and 
diffidence, seeing that the same is a completely uotcI one, and may from 
that very reason meet ivith nnsjunpathotic criticism induced by a failure 
to grasp it fully. 

If any further explanation is required in respect of my scheme, I shall be 
ready to wait upon the Taxation Committee, when called to elucidate any 
points on which elucidation may be necessar 5 '. 


APPENDIX. 

Figures for different commodities on which differences are paid in 
Bornbay market alone. No goods to be delivered or received by either part,y. 
Cotton pf'ccu business through East India Association. Differences settled 
on da 3 's appointed by Association. Differences paid on eveiy settlement 
daj' amount to a minimum of .50 lakhs of rupees, while the maximum 
exceeds at times a crore of I'upees. Of course, these differences depend on 
-fluctuations in the prices of cotton. Brokerage is charged at the rate of 
Bs. 2.5 per 100 bales, and Bs. 50 on buying and selling, average dailj^ 
business, etc. Each transaction should cover 100 bales minimum. 

Kvfcha Khandi njtton I'not recognsseu by law now). — No clearing-house 
Differences settled weekly on the next working day after Sunday. The 
paj'ments made weeklj'. On the settlement daj- payments in respect of 
differences average at a minimum of 3 lakhs of rupees but in time of heavy 
’’fluctuations in the cotton market the same may even exceed 10 lakhs of 
rupees. Brokerage is paid at the rate of 2 annas per bale, thus amounting to 
'4 annas in buying and selling. In Marwadi bazar alone the average 
business done comes to 30,000 bales per day. Each transaction covers 
5 bales minimum. 

Linseed . — No clearing-house. Two settlements every year — in May and 
September. Pajnnent in respect of the difference.s amounts to more than 
60 lakhs of rupees at each settlement, whereas the daily business done averages 
30,000 tons. Brokerage is paid at the rate of Be. 1-4-0 on 25 tons whether 
liought or sold. Twentj'-five tons minimum business covers each transaction. 

Wheat . — Same figures and condition as linseed market. 

Silver . — No clearing-house. Settlement day fixed bj' the Association is 
the 15th daj’ of the Hindu month. The payments made at every settlement 
in respect of the differences amount to 50 lakhs of rupees. Average of 
business done every day conies to 1,500 bars, brokerage is paid out at the 
rate of 14 annas in the bar of 2,800 tolas. 

Gold . — No cleariug-hou.50. Same day for settlement as that in the 
silver market. Differences in shape of pajnnent in the settlement day 
amount to 40 lakhs of rupees, brokerage Bs. 2-8-0 on 250 tolas. 

Share . — All the information is available in the recent report of the 
Share Bazar Inquiry Committee published some time back. 

American Fxitnres . — Prohibited by law. No clearing-house. Yet deal- 
ings to the extent of 3 lakhs of rupees occur every day in Bombay market. 


Ifflr. Siihedar gave oral evidence as follows:— 

The President. Q. — Could you, in order to explain your proiiosal to us. 
begin bj’ just giving us an account of the documents that pass in sales of 
shares ? 

' A. — ^I am a dubash agent and Government contractor. I have nothing 
to do with any of the associations. I wrote letters to the different associa- 
tions regarding my statement of figures and here are their replies. 

Q. — Do they accept your proposals? 

A. — ^Yes; more than what I have widtteii, 


YI— 42 
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[TJie witiiebs handed over a letter written by the East India Cotton 
Association, which runs as follows; — 

The East India Cotton Association is not a trading corporation but a 
bodj' established under the Indian Companies Act and recognized under 
Bombay Act XIV of i922 to provide ior the regulation and control of 
transactions in cotton in Bombaj'. 

Maximum amount cleared is Rs. 1,88,16,072, and minimum amount 
cleared is Rs. 3,o6,in0. ' Bvolfcrago is i per cent on the total value of 100 
bales at the price at which the transaction is done. 

Transactions in cotton known as kuicJia khartdi are prohibited under 
by-law 48. 

The statement made in your letter that" though your Association do 
not i-ecognizo, yet members of your Association do take part in it” is not 
correct. Any member I'cportcd to bo dealing in Icvfcha lilunuli is peremp- 
torily called upon by the Board to show cause ,why he should not be dealt 
with under the disciplinary l)>-laws ol the Association.] 

I say tlio same amount of btisintss is carried on in l;titchn khandi. 
ft is an association which i.s not recognized and at the same time the 
business is carried on. It i.s a kind cl speculatioti going on. Kvirha 
khandi is a baromelei' for jju/.'/.m cotton. The kutchn khandi opens at 11-30 
and closes at 9 I).ni., whei oa': the _ market pukka cotton closes at 
6 p.m. To give you an idea, this morning it is reported 50 cents up from 
America. The kutiha khandi brokers raise the price to Rs. 5 to Rs. 0 
over the rate of the previous day. They again enter tiie pukl:a cotton 
market (East India Association) and sell them at a profit. The same 
broker does the two businesses. And there are about 200 brokers who are 
doing this business. 

.Sir Percy Thompson. Q. — This kind of transaction is forbidden by 
law? 

A.— Yes. 

Q. — Is it not rather difficult to tax something which is forbidden by law? 

A. — ^IVhy should it bo forbidden at all? The Pukka Cotton Association 
carries it from 100 bales onwards; and why should it not bo allowed when 
it is done on a lower scale? 

Q. — Would it not rather be difficult to prohibit alcohol and then tax 
it? 

A. — No doubt, if may be difUcull to prohibit alcohol. 

Dr. Paranjpyc. Q. — ^You say that first of all the prohibition should 
bo removed. 

A. — Yes; when the association allows the business to bo done with 100 
bales, on payment of difforenco, allow also the other men who are doing 
business with 5 bales on the same linos. The Pukka Cotton Association recog- 
nizes a minimum of 100 bales. You cannot stop speculation there. Aly 
intention is to legalize the whole thing. 

Dr. Dydcr. Q. — Since the evil of katcha khandi is there, you want to 
recognize it and then put a tax on it? 

A. — ^Yes; that is my intention. Anyhow you cannot stoji it. So legalise 
it and then put on a tax on both. Look at this amount of Rs. 1,88,16,072 
on one clearing. This shows to what an extent speculation is carried on in the 
Cotton Buyers’ Association through brokers. This is in the shape of pay- 
ment of differences. May I ask, "Is this honourable practice?” Furtiicr, 
it is impossible to expect delivery on due date when business is done twice 
or thrice more than the existing commodity — vide figures (Cotton Associa- 
tion and Share Bazar). 

The President. Q. — Would you tell us what are the documents that 
pass when one broker sells cotton to another? 

A. — The business is done on contract notes. 

Q. — Subsequently there is the delivery order? 

A. — ^Yes. 

" Q. — ^Wliat is the form of the delivery order? 

A. — ^I am not quite conversant with it. The East India Cotton Associa- 
tion will send you the information if required. 

Dr. Paranjpyc. Q. — There is no association for kufeha khandi. 

A. — ^No; there is nothing. 
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Q. — There is ao stamp duty. 

A. — ^No; there is no contract note or an 5 ’thing of tho sor-t. 

The President. Q. — ^Does it not require a tvro-anna stamp now? 

A. — ^No; nothing. This gambling has brought the Bombay mill in- 
dustry to a great crisis, and the Japanese are taking advantage of this sort 
of speculation. This is the main cause of their exporting goods at a cheaper 
rate. I, therefore, urge that the cotton- excise duty should be immediately 
abolished. The Bombay mill industry is undergoing a great hardship 
at present due to these and other causes such as exchange. Generally, 
taxation and industrj’ go hand in hand. How can Government tax industry 
if it has no capacity to paj' the tax? There are alreadj" 8,000 unemployed 
in this city on account of the crisis in the mill industry. And live or six 
mills ai-e about to be closed next month, and another five or six mills will 
have to scud away half of their laboin’ers. I, therefore, expect a bigger 
crisis soon, and the only remedj'’ for it is the immediate abolition of the 
cotton excise duty. 

Dr. Paranjpye. Q. — ^You want to make up that loss by the proposal 
you make ? 

A. — ^Yes. In your questionnaire you mention only Rs. 50,00,000 which 
would be expected from this, but I show clearlj' that the Government would 
get about 2 crores of rupees. I can show this by documentary evidence. It 
is shovTi in page 107 of the Report of the Stock Exchange Enquiry Com- 
mittee. It is also supported by the letter of the Ea.st India Association. 

Q. — This is pure]\' a speculative business. 

A. — ^Yes. It is just like gambling. Bulls and Bears alike settle im- 
provident transactions which are canned on in the name of trade facilities. 
This kind of gambling has brought about the anticipated debacle fn the 
share bazar. Thi.s is also commented by the Evening Nexvs oi India in its 
issue of the 2nd June 1925. I have also written a letter on the subject to 
the Bombay Chronicle which published it in its issue of 30th Slay 1925. 
The ci'isis also happened on the same day. 

The President. Q. — ^Your proposal is that nobody should be allowed to 
conduct these transactions except a broker licensed by the Government? 

A. — ^Yes. Government’s intervention is very nece,ssnry in regard to all 
the associations who carry on this kind of business besides cotton and shares, 
gold, silver, seeds, grain, etc. 

Q. — Supposing you have got legislation to this effect, how are you going 
to prevent people from carrying on their transactions? 

A. — ^The transactions must be made on stamped papers, and there must 
be clearing-houses to check tbom. 

Q. — You will hare to estiblish control over clearing-houses? 

A.— Yes. 

Dr. Paranjpye. Q. — ^^’’hat kind of evidence do the courts require if 
the matter comes to the courts? ' 

A. — ^Evidence in writing. 

■ Q. — ^I^^lat do thej"^ do at present? Do they come before the coui-ts at 
all? 

A.-^I do not know what they do at present. 

Dr. Syder. Q. — The courts do not recognize these purelj' wagering 
transactions? 

A.— No. 

The President. Q. — You say somewhere in your evidence that the 
courts have admitted certain transactions. Could you give us the name 
of the case? 

A. — ^I will let you know later on. There are two or three cases regarding 
Stock Exchange transactions. 

Q. — ^Then you say that transactions in American futures are prohibited 
by law. 

A. — Yes; that is pure gambling as is carried on now. For instance, 
on Saturday it was reported in the papers, “2369.22 down”. That is, 
84 is farah and 4 is anii. Now the Marwaris who do this sort of Imsiness 
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give from 1 to 8 and 1 to 12 for ank and 1 to 30 and 1 to 40 for farak to the 
dealer wlio comes to speculate. 

Q. — ^T\0iat is the Act under nliich the American futures are prohibited 
by laiv? 

A. — There is no Act. But the police prohibit them. 

Dr. Paranjpue. Q. — As in the case of gambling? 

A.--Tes. 

Dr. Kyder. Q. — Just like rain gambling? 

A.— Yes. 

Q. — ^Why should it not be stopped? 

A. — ^In America it is allowed. T\Tiy should it not be allowed here.? Is 
there anything wrong in my going in for American futures? If I am 
losing Rs. 500 by Indian cotton and if I have a chance of making up the 
loss by American futures, why should I not be allowed to do so Avhen there 
is a way for it? 

Q. — Like throwing dice? 

A. — Is it ^throwing dice? No; it is not so. Further, yoii will be 
getting a revenue of 10 lakhs of rupees on accoimt of this. 

Dr. Paraiijpye. Q. — ^IVould you have lotteries? 

A. — Yes; if they are for good cause. All the communities must get a 
chance every year. The Parsee coimnunitj', for example, may have it 
for the benefit of their housing scheme and so also with the other com-^ 
munities. Anyhow, ordinarilv, people will like to invest in them. Let the 
Government take 10 per cent of the amount collected ; let another 40 per 
cent go to the association, and let the remaining 50 per cent be divided 
in the shape of prizes. 

2'he President. Q. — The depressed classes too? 

A. — ^Yes; why should they not also enjoy the benefit of it? 

Dr. Dyder. Q. — Does it strike 3 'ou that economically gambling is in- 
jurious and not beneficial whether a man wins or not? 

A. — Economically quite right. But human nature is speculative. You 
cannot stop it. You have got evidence of it. We fire Indians and history 
supports us. It is aloo found in the ?i[uhahharafa. «. 

Q. — Certain classes do it, for instance, the Marwaris. 

A. — Of course, the ilarwaris may be well known for this; but all classes 
do ib. 

In conclusion, T may once more request the Committee to kindly con- 
sider the advisability of abolishing the cotton excise duty immediatelj' and 
thus give relief to the mill industry and solve the unemployment problem. 
It must he abolished even at a sacrifice. Industry and taxation go hand 
in hand. If the countrj^ is prosperous in the matter of industry. Govern- 
ment will augment its revenue in the .shape of other taxation as proposed 
by me. 


jpfir. C. W. A. OJUIIK'EII, I.C.S., M.h.C., Secretary to the Government 
of Bombay, General Department, and ICr. C. B. POODEY, 
Superintending' Engineer, Deccan Irrigation Circle, Poona, were 
next examined- 


V/ritten memorandtim of Mr. Turner. 

Q. 15. — ^My remarks in reply to this question and the following question 
are limited to the Deccan irrigation schemes with which I am familiar. 
I am not acquainted with irrigation conditions in Sind. 

In the Deccan, irrigation conditions differ ver.y greatlj" from condi- 
tions from tlio Punjab and in Sind. In tliis tract the canals were con- 
structed primarily as ]')rotection works against famine. At the time the 
canals wore constructed nciirlj' all the land through which they x^ass was 



333 


in private occuiiation. This entailed comxjiilsorj’ acquisition with its 
attendant cost, which was increased owing to the difficult configuration of 
the countrj'. It was also impossible owing to the existence of private 
occupancj' rights over the greater part of the land under command to 
divide it up into blocks suitable for irrigation as has been done in the 
canal tracts in the Punjab and will be possible in Sind when the Sukkur 
barrage comes into working. This fact increases the administrative 
difficulties in the Dcccan irrigation areas verj" greatly. Owing to the' 
small holding sj’stem which exists in this Presidenc.v, and the question 
of equal division am mg all slnu-cs, fiagmentation of land has been carried 
in places to an almost inconceivable extent, and nothing could be more 
contrary to good irrigation admini,stration. 

The result of the conditions prevailing in the Deccan hits l)een that 
the cost of constructing -the canals there has been relativelj' higher than 
in North- India. The water-rates charged are, therefore, 1 believe, 
already higher than rhe 3 ’ a)-e in tlie T'unjab and the United Provinces and 
it has been decided to raise them still further in the near future, as 
unless this is done it will be imijossible to obtain a reasonable return 
on the money invested. In the absence of such a return, it is hope- 
less to attempt to extend the canal sx^stem, and thus give protection to 
the areas which still need it. I think the rates charged for water in 
the Deccan will be adequate when the proposed .enhancements come into 
force. 

Of the plans suggested in this ciuestion for regulating, the charge 
for water sux)i5lied for irrigation I would not favour the following for 
the reasons given — 

(1) It is inequitable to the general tax-payer, who' has supplied 
the money to build the canals, to charge the bare cost of supplj'ing the 
water, including interest on capital invested. It is true that the Deccan 
canals were intended ijrimarilj’ as xirotective woi’ks against famine, actuallj', 
however, the 5 ' have brought wealth for exceeding mere protection from 
famine to certain classes, who should not be still further benefited by 
being charged non-economic rates for water. 

(3) It is impossible to obtain a fair return on the money invested 
by increasing the land revenue b.y taking the same proportion of the 
combined output of land and water as would otherwise have been taken 
of the output of the land owing to the existence of our 30 yeni' land 
revenue settlements, and the rule whereby such assessments cannot at 
each revision be increased by more than 33 per cent. 

([4) I understand that to charge by volume has alreadj' been con- 
sidered by the irrigation authorities and rejected as impossible under the 
Deccan conditions. 

(5) If the water be sold to the highest bidder, the smaller culti- 
vators who are most in need of water especially in bad j-ears would be 
deprived of it. 

The best plan is (2), viz., to charge a fair commercial profit, and this, 
in my opinion, sliould be tho ultimate. aim of all irrigation schemes protec- 
tive as well as productive. To get this profit, however, by water-rates 
alone in the Deccan areas is not possible without charging such high 
rates that the actual cultivators, a large proportion of who^^l are tenants, 
who have to paj' the water-rates in addition to high rents, would be 
unable to obtain a reasonable retui-n for their labours. The present aim, 
therefore, is while charging for water at rates which the actual culti- 
vator can paj', to imiDOse a cess on the land itseK which the owner, who is 
now scoring heavily at the cost of no effort or expense to hiinself — will 
have to pay, and thus bear^ his share in making the canals give a reasonable 
and fair commercial profit. I will deal with the question of this cess in my 
reply to Q. 16. 

Q. 16. — I am very strongly of opinion, that 'wlien land newlj' brought 
under irrigation or guaranteed a supply of water increases largely in 
value, it is right that the State should take a iiortion of the increase. 
As I have alreadj' stated in mj' replj’ to Q. 15, in the Deccan the canals 
have for the most part been constructed through lands which were already 
held by xirivate owners. The result has been an enormous increase in 
the sale value of those lands, and also in the rentals obtained by 
the owners. In lh?2. J was init on .special 'duty for a short iieriod 
to investigate the rise in v.ilue.s oi land, under command of the 
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Nira Left Bank Canal and found that even after making allowance for 
the general rise in the value of agricultural land which has taken place 
in this Presidency during the past 20 years the construction of the canal 
had on an average put into the pocket of the owners a large amount of 
money at the cost of no effort or expense on their part. Dry crop lands 
of ■ equal qualitj' in the same neighbourhood fetch rents up to' about 5 
times the assessment, i.e., roughly Bs. 5 per acre. The rents of simi- 
lar land under irrigation varj’ from Rs. 15 to Es. 50 per acre according 
to the class of irrigation available, and the crops seasonal or perennial 
which are grown on it. In the same way while the average price of 
dry crop land amounts to about 25 times the assessment or roughly 
Es. 25 per acre, lands under sugarcane fetch up to Rs.' 400 per acre, 
and other irrigated land for which rahi or eight months water supjply 
is available fetch prices varying from Es. 100 to Es. 250 per acre, 
according to their quality, situation, etc. In the sugarcane areas the 
lands have for the most part been leased for 10 to 20 j-ears by the 
owners who had no expoi'ience and not enough cajjital to undertake to 
cultivate it, with the result that a number of them now are well-to-do 
men living on their rentals which have accrued to them through the 
generosity of the State at the exiiense of the general tax-payer. Such 
a state of things appears to me to be altogether inequitable. 

There is, however, one point which it is very essential to note before 
a cess can be imposed on laud iiewlj' brought under irrigation'. The 
supplj- of water whether iDereunlal 8 months, rahi or kharif, must bo 
guaranteed to the owner. When these canals were first constructed they 
were regarded as purely protective works and the idea was to spread 
the water over as wide an area as i)ossible. The results of this policy 
soon proved most iinsaiisfactoiy. In a good year, no one wanted water, 
in a bad year, when the su])plj- was short, every one coniplained because 
he could not get enough. Experience has shown that perennial irriga- 
tion, owing to the largo increase of employment which it gives, is probably 
the best protection against famine, and for this a guarantee of water 
is essential. Once the guarantee is given, automatically, the value of the 
land jumps ui), and it_ is both reasonable and fair that the State should 
take its share of this increase. 

As to the method by winch this share should be taken I would prefer 
a tax such as is proposed in the Irrigation Cess Bill, contemplated in this 
Presidency, a copy of which has, I understand, been forwarded by Govern- 
ment to the Commission. ] am generally in favour of the terms of this 
Bill. To attempt to take the Government share in a lump sum, would, 

1 think, frighten people off irrigation, and would also entail a detailed 
investigation of the actual increase in value of each jjarcel of land a 
most difficult task and one which in this counti'j' would give scoije for 
corrupt practices on a big scale among the subordinates through whom 
the details would have to be collected. 

Q. 106. — ^Yes. On the whole I agree, but I consider that ability to ' 

pay should be an important criterion in (b) also. 

Q. 107. — think the taxes included in Schedule II to the Scheduled 
Taxes Rules give sufficient scope to' the ordinary local bodies. In places 
of pilgrimage or of great historical interest to which numbers of tourists 
resort, it would be legitimate to impose a pilgrim or a visitors’ tax. 

The following ta^es should be imperative: — 

(1) On buildings subject to exemption of the poorer class dwellings 
assessed at a rental value of Es. 5 per month or less. 

(2) On vehicles. 

(3) On private markets. > 

(4) In return for services rendered such as — 

(a) water-rate, 

fb) a lighting rate, 

(c) a scavenging — sanitary — a sewage rate, 

(d) a drainage rate, 

(e) fees for the use of markets, and other public conveniences 
where any or all of these services or conveniences are actually 
provided by the local body. 

Q.' 108. — Theoretically, direct taxation such as house tax and land 
cess is far preferable to* indirect taxation such as octroi or its alternative 
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tlie terminal tax. It lias tlie merits of being easy to assess and collect, 
and generally of getting most out of that section of the community, the 
members of ivhicli are best able to pay. Methods of taxation, liou-ever. 
must be not onl 5 ’ thiioretically .^ound but in all civilised communities must, 
as far as possible, be in accordance with the ivishes of the majority of the 
tax-iiayei’s concerned. No one likes iiajdng taxes, but evor 5 'one has to 
2 iay them, and the soundest method to ado^it, therefore, in any given 
country, to my mind, is to adopt the methods of taxation to which mo.st 
of the inhabitants least object. In Tndi.a there is no donbt that the majority 
of tliose who think at all prefer indirect taxation to direct taxation. 
It is difficult for an Englishman who has been born and bred in the 
exactly opposite school of thought to swallow this, and I think our efforts 
to force direct taxation on local bodies has been a well-meant mistake 
which has onlj' added to the jirevailing political discontent. Possibly 
when the illiterate masses gradually become more educated and acquire 
some economic sense, they may realize that indirect taxation invariably 
hits tho poor man iiroportionatoly liarder than it hits the rich man, 
and their attitude may then change. At present, however, the general 
mass of opinion at any rate in this Presidency prefers indirect taxation, 
and so long as this attitude coiitii'iies, I tliink. it would be a mi.stako to 
attempt to aboli.sh either octroi or tho terminal tax. It will be better 
to retain them with the house tax and land cess, and endeavour gradually 
to encourage the local bodies to rely more on direct and less on indirect 
taxation for their reveintes. We must remember that the Indian is not 
along in preferring indirect taxation. Tlie Frenchman is as strong on the 
point as tho Indian, and any attempt recently to rai.se or increase the 
income-tax there has invariably moant tho fall of the Government, rash 
enough to propose it. Income-tax is too, I believe, quite a recent inno- 
vation in the United States of America. 

Q. 109.-—I entirely agree with tho critici.sm hero given of tho octroi 
duty. I consider that it is one of tho worst forms of taxation inventotl. 
At the same time, for the reasons given in my reply to Q. 108, I do 
not consider that it .should be abolished in India at present. 

Tho criticism applies to tho terminal tax as usually levied in India 
if you omit the words “inconvenient, clumsy and costly iu collection.’’ 
'jliose attributes cannot fairly bo given to the terminal tax so far as my 
experience goes. It is not inconvenient, or at least it is far loss incon- 
venient than an octroi duty : and it is not clumsy or very costly to collect. 
It generally avoids all tho refund difficulties which are inherent in anj' 
octroi .system. In my opinion tho next .step in im])roving local taxation 
should lie iu the direction of ^substi tilting tcnninal tax for octroi on every 
possible occasion. 

There is no doubt that octroi duty is liable to bo o.xtonsively evaded, 
owing to the generally low rates oL pay given to tho octroi clerks by tli,e 
local authorities, and the difficulty of supervising a staff scattered over 
a wide area. I know that in Alimednngar city and cantonment tho substi- 
tution for octroi duty of a terminal tax witli lower ratc.s and no system 
of refunds resulted in a very considerable increase of revenue a result 
wJiich points to a good deal of leakage .somewhere under the old octroi 
system. 

Q. 110. — The reasons which have opei’ated to secure the retention of 
tho octroi for so long are as follows: — 

(1) 'The greatly preponderating representation of the landlord class 
among- the electorate, and tlie members of tho local bodies. This cla-ss 
is naturally opposed to the imjiosition of direct taxation on houses or land, 
or to any increase in .such taxation where it has actually been imposed, 
and throws the whole weight of its influence on the impo.sition of octroi 
or increase of octroi rates when any deficit in the municipal income has 
to be made up. 

(2) The inadequate rejiresentation of tho working class iioinilation, 
and to its ignorance of tho unfair incidence of octi-oi oven when it is 
represented. . 

(3) The general unpopxxlarity of direct taxation which is not peculiar 
to Indians, 

These reasons are still operative, but the growth of education among 
the masses and greatly widened franchise in local areas are beginning to 
have some effect on the representatives of the poorer class of voters, 
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Q. 111. — Tolls ai’o an nnmitigatccl nnisauce, but tlie,y nnist bo retain- 
ed on local roads in this Presidency so long as the financial resources of 

tbo boards are so meagre as tlie 5 ' are at iiresent, and the Local Govern- 
ment is unable to assist them with larger grants owing to the refusal 
of tlie Legislative Council to pass money bills when they are put before 

it. If they are abolished wholesale in the Presidency under present condi- 

tions, many of the Boards will not be able to maintain their roads even 
at their present low standard. 

As a general rule, I would put the minimum limit of distance between 
one toll-gate and another at ten miles. 

Q. 112. — In the ordinary mofussil municipality it is convenient for • 
collection purposes that the house and land tax should be lemed from 
the owner. A large percentage of the residential houses in such places 
is occujjied by the owners, or by members of the owner’s family where 
such residences are let to tenants, the rents are frequentlj’ not on an 
economic basis looking to the cost of the building and value of the land. 

In such towns the owner is not generally able to shift the burdeii of 
the house tax on to the occupier by charging higher rent. In the larger 
towns where there is a keener demand for accommodation, especially in 
business premises, the case is different. In these places the oumer can 
demand high rents for shops, and does shift the burden of the house tax 
on to the occupier. 

In industrial cities like Bomboj', Karachi and Ahmedabad, I should 
say that the whole of the burden of the house tax is shifted on to the tenants 
both of residential and business premises. Even in these places it is more 
convenient to collect the house tax_ from the owner, as the tenants especially 
of the factory worker class, are migratory in their habits, and often occujjy 
their tenements for a few months only at a time. 

, The local-fund cess must, in existing circumstances, always be collected 
from the owners. It is collected by the revenue staff and is credited in the 
revenue accounts which deal with the registered occupants of the land, 
who, under the Bombay land revenue system, are the actual owners of the 
land. Tenancies are generally annual onlj', and are often still based on 
t payment of rents in kind. The local-fund cess is calculated at one or two 
annas in the rupee of the land revenue assessment irresi>ective of the 
rental or sale value of the land. 

The owners of agricultural lands near large industrial centres call 
shift the burden of the cess on to the tenants or occupiers by Cleans of the 
high rents which they are able to demand from them. This is also the 
case in the irrigated tracts in the Deccan. In the pure agricultural areas 
the owners charge rent either in kind, which fs more or less fixed by custom, 
or in cash calculated at so n\any times the assessments according to the 
quality of the soil, the situation of the field, existence of a well and other 
advantages, and in making this calculation, usuall.v, the local-fund cess is 
not taken into account. 

Q. 113. — In the largo towns where rents are on .an economic basis in 
accordance with the law of supply and demand, I see no reason for the 
limitation mentioned in tins question. In the .small towns where there is 
little or no demand for hired accommodation, the sj^stem of limiting _ the 
amount of house tax which may be imposed works on the whole fairly. 

In these places the tax must be assessed on the iiotential value of the 
building, which has no actual rental value as there are no demands for it 
on hire. 

The existence of this limitation, especially in the large cities, un- 
doubtedly, does tend io compel local authorities to have recourse to other 
•forms of taxation, which are less defensible from an economic standpoint. 
The limitation is, in fact, not infrequently purposely imposed by the pre- 
dominant influence on the municipal board of the landlord section of the 
community. 

Q. 114. — ^In the three large municipalities, viz., Sholapur, Hubli, and 
Ahmeduagar with which I am most familiar, the limit of exemption from 
house tax is as follows ; — 

Sholapur. — Bi’ildings suelding or capable of ’vielding a vearly rent 
of Bs. 10. - • . 

Hubli. — Buildings yielding an 'annual rent of less than Rs. 3. 

Ahmednagar. — ^Buildings with annual letting value of Es. 10 or less. 
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I should prefer to put the limit cl exemijtiou at Es. 5 rental, per 
aiuiuui.. Houses assessed at this figure should pay a fixed rate not exceed- 
ing annas 8 per year. This rate should be ijroportionately increased Sn 
all buildings assessed up to Es. 50 annual rental. From this figure upwards 
the tax should be assessed at a percentage of the rentals 

Q. 115. — favour a policy of rating land within municipal limits on 
its undeveloped value and of exemption of improvements effected at the 
expense of the owner, 

Q. 116 . — 1 have had no experience of the levy of (a) a profession tax, 
(b) a tax on companies, or (c) a manufactin-ing tax on cotton. 

Q. 117. — In the present stage of development df local self-govern- 
ment in this Presidency I am not in favour of unconditional contribu- 
tions in general aid of local finances, to meet the cost of national or onerous 
services, and prefer that Government grants should be earmarked for parti- 
cular forms of expenditure such as education, public health, maintenance 
of trunk roads, etc. The jnajority of the local bodies are not yet suffi- 
ciently exiierienced- in administration to be trusted to make a fair distri- 
bution of any unconditional grants. 

It is very difficult to in'escrihe a basis on which such subsidies should 
be calculated, which would be suitable to meet the various objects for 
which they are intended, and the financial resources of different local 
l)odies. Educational grants for primary education can be calculated with- 
out much difficulty according to the number of boys and girls attending 
the schools, but evfn so, proportionaieij larger grant.s for school build- 
ings will be required bj' the poorer local boards and municipalities. Grants 
for secondary education, medical tr-aining, industrial training, etc,, must 
be based partly on the numbers attending the local schools and colleges, 
and partly on the actual resources of the local body concerned. Loca- 
lities where large numbers of pilgrims congregate may need special treat- 
ment in respect of measures required for the maintenance of public health 
in the interest of the whole of India. As a rough rule for calculating 
the basis for such subsidies, I would suggest — 

(1) The actual value to the general community of the national or 
onerous service done by the local body concerned. 

(2) Its financial resources and need for assistance'' to meet the cost 
of such service. 

Q. 118. — I think the stimulus does e.xist in the case of primary edu- 
cation, but not in the case of sanitation and road maintenance. Jn the 
case of education, there is, however, _ always the risk that communal inter- 
ests may be regarded as of more importance than the interests of tiie 
community as a whole. 

I 


Written memorandum of Mr. Pooley. 

Q, 15. — ^The conditions governing the charges for water supplied for 
irrigation in the Deccan are quite different from those in Northern India and 
Sind. Practically all the Deccan woi'ks are of a protective nature, and as 
the rivers are not perennial, water has to be stored to supplement the river 
flow, particularly during the period from October to June annually. Owing 
to the roughness of the country the canals cannot take off from the storage 
reservoirs, and separate head works are necessary in the plains. There is 
no waste land, and heavj' compensation has to be paid for acquisition, and 
a large number of bridges are required to provide means of access over the 
canals and their distributary channels. Owing to the roughness of the country 
and thinness of the soil covering the traj) rock, which latter extends over 
the whole of the Deccan, a large number of cross drainage works are neces- 
sary and also expensive rock cuts, tunnels, high banks, etc., are 
unavoidable. For the abovementioned reasons the capital cost of schemes 
in the Deccan is much higher than that of schemes constructed in Northern 
India-, where the rivers are more or less perennial, the land is compara- 
tively very flat and the soil can be excavated with a shovel. Again, 
maintenance charges are very heavy in the Deccan, because there are very 
few large landowners and fragmentation of holdings .jihas been,carTied to 
extreme liinits, and it is necessary to safeguard the interests of ‘each small 
holder. These, schemes have mostly been constritcted for the purpose of 

I—! 3 
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insurance against famine and the ivater charges have been based generally 
on the amount the cultivator can aiford to pay and an adequate return 
on the sum invested is a secondary consideration. 

As regards the five methods mentioned in the questionnaire, the folloir- 
ing methods may be ruled out as impossible and iraijracticable in the 
extreme : — 

Method No. (5), to sell water by auction to the highest bidder. 

Method No. (4'), to charge by volume. 

Method No. {’'>), to incronso the land revenue by taking the same 
proportion of the combined output of land and water as would otherwise 
have been taken of the output of the land. 

Method No. (5) would deprive the poor cultivator of his right to 

water. 

Srethod No. (4) has already been con.sidored by the irrigation authori- 
ties and rejected as impossible under Deccan conditions. 

Method No. (3) is impossible under existing conditions, although it 
would bo carefull 5 ’ justified to increase the land revenue thi'oughout the 
irrigation area irrespective of water supplied to individual areas, to 
crops, etc. 

As regards methods Nos. (p and (2), i.e., (1) to charge the bare cost 
of supplying the water, including interest on capital invested, and (2) to 
charge a fair commercial profit, the 2nd method should bo the ultimate aim 
of all irrigation schemes ; as there is no reason why the general tax-payer 
should provide water which will benefit only a few persons. However, it 
is not possible to obtain sufficient return to meet the interest charges on 
capital till a canal has been in operation for some time, and until irrigation 
is developed in the area it is impossible to fix charges or obtain a return 
which will pay interest on cajiiial under the existing rules, although it 
would bo quite possible if a general 'increase of land revenue was introduced 
for the whole area as soon as the canal was complete, and this would he 
justified fully in idew of the protective value of the canal which guarantees 
immunity from famine of all lands under command. If water-rates are charged 
as at present and according to the abilit 3 ’' of the persons concerned to pay 
and in addition a general land tax is levied for the whole area, it should be 
quite possible to make the canal boar the interest charges on capital 
invested, but the ulLim.ate object should be to charge a fair commercial 
profit based on the ability of the persons who use the water to pay the 
charges levied, so that they should repay the general tax-payers for benefits 
received owing to the outlay of public funds. In other words, the charge 
for water ought to be based on the net profits derived from crops irrigated 
or benefits received. It is understood that in certain countries the water 
tax for irrigation amounts to as much as half the value of the net profits. In 
Dgypt the figure is believed to bo one-fifth. It would not be unfair in the 
Deccan to adopt a figure as high as one-fourth the value of net profit, in 
which case ’the water -i-ates would bo considerably more than thej’ are at 
present. . 

, Q. 16. — ^As stated Above, lands in the Deccan are almost all occupied 
lands on a 30 years assessment revision basis and on the advent of irriga- 
tion such lands increase in value by several hundreds per cent. Lands 
which previously fetched no rental, can on the advent of irrigation be 
leased for Es. 20 to Es.' 60 per acre per annum for sugarcane cultivation, 
and such lands represent approximatel 3 ’ 20 per cent of the areas irrigated 
by the established canals. The landowners who previously were working 
on the land now lease their lands to outsiders and maintain themselves 
almost entirely by rents. It is quite unfair that such persons should be 
benefited at State expense, and a betterment tax which should be a 
maximum in the case of valuable lands such as sugarcane lands, etc., and 
a minimum in the case of ordinary dry crop lands, .should be levied and 
credited to the canals concerned. A betterment tax might amount to an 
annual charge of about H- per cent on the capitalized value of the unearned 
increment. 

In the case of lands suitable for cane to which a perennial supply of 
■umter can be guaranteed, the rent paid to owners by e^ert iridgators is 
pot less than Es. 40 per acre per annum,, so the capitalized value of the 
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unearned increment is not less tlian-Es. 800 and V{ per cent on Rs. 800 
mould mean an annual tax of Rs. 10 per acre per annum. It is under- 
stood tliat tlie Bombay Government are contemplating the introduction of 
an Irrigation Cess Bill and have forwa,rded a copy of their proposals to the 
Taxation^ Enquiry Committee, aud this may be referred to for further 
information on the subject. 

Q. 17. — There are no tenancy lams in force in the Bombay Presidency. 
There are certain tenancy rights, but it appears these mould not be affected 
by_the above proposals. « 


Mr. burner and Mr. Pooley gave oral evidence as follows : — 

The President. Q. — ^iMr. Turner, you have given us a note on mater 
charges and on local self-government? 

A.— Yes, Sir. 

Q. — ^jMr. Pooloy is going to assist you on the first item? 

A. — Yes, Sir. 

Dr. Ryder. Q. — ^Your evidence relates to irrigation 'in the Deccan and 
not in Sind? 

illr. Podley. A. — ^Yes. 

Q. — ^Your idea is that the State should realize a commercial return and 
for the purpose of this charge some kind of cess should be collected. Is 
that Mr. Pooley’s idea? 

A. — ^The Deccan schemes are of a protective nature and at present rhey 
are giving a j-otui-Ji mhicli is le.ss than the j-ate the general tax-payer paj's 
for the loan funds mhich had to be raised for the purposes of constructing 
them. Therefore, means are necessary to make these schemes pay if it is 
possible, because the general tax-payer is at present i>roviding money for 
benefiting^ a small section of the community. 

Q. — ^Youy idea is that the people for mhom these facilities are pro- 
vided should pay over and above the present rate in^ the shape of a 
cess? 

A. — Yes, that is the proposal. 

Q. — TJien you mention Egypt. TJiere is only one charge in Egypt and 
it" has been so from time immemorial. It has been on the principle ‘‘give 
mo so much of your land and I give you so much mater”. There is no land 
revenue in Egypt, but hero in your Presidency you have land revenue, you 
have mater-rates, then you mill have some kind of general tax on the people 
mho make use of your mater? 

A. — ^Not necessaidly the people mho make use of the mater. I mean 
the omners. 

Q. — ^Hom are you going to .secure that these omners Avill not pass it on 
to the tenants? 

• A. — ^May I explain it, Sir. In this Presidency the omners are mostly 
poor cultivators mho have 'been irrigating dry crop lands; they have 
neither experience, capital nor the enterprise necessary to grom a crop 
like sugarcane mhich requires a great deal of money, something like one 
thousand rupees an acre mhen first started. What happens is this. 
There is a class of persons mhom I may call enterprising cultivators mho 
come formard and lease the lands from these poor cultivators and pay 
them a vefy handsome rent for their lands. Previously the omners mere 
getting a very small return ; on the basis of half the produce and if it mas a 
famine year they mere getting nothing. Prom this state of affairs they 
are being nom suddenly offered rents up to Rs. 100 an acre. -The average mould 
^ho about Rs. 40 an acre. These omnei-s live in the idllages doing no mork 
^ aud tliej’ become rent receivers. _ I say these people have been entirely 
1)onefited" by the canals and this is the class of man mo propose to tax, 
I mean the omner. 

Dr. Paranjpyc. Q. — Are you going to tax people mho come under nem 
canals or under old canals? 

A.— Both'. • - • 
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Q. — Jii tlie case of old cauals, lands might have changed hands at en- 
hanced prices. • Tlio bonefit that has been given in the beginning might 
have been amortised in the sale price. How are you going to get over 
that difficulty? 

A. — I do not think it concerns tlie State verj" ipuch. After all tho land 
has appreciated in value. Anyliow, there is a class wliich is receiving' a 
bonefit which 'is tho direct result of tho State’s intervention. Tliat land 
could not be sold at the present price unless tho canals wore constructed. 
So the enhanced value is entirely duo to tho construction of canals. 

Q. — You should ta.x people who were owners when tho canals wore 
constructed ? 

A. — should say owjiers at the moment. 

Q. — ^Ho has paid through tlio nose for it. 

Mr. Turner. A. — ^That is his business. 

Q.— The understanding was that lie will not bo charged more. But you 
bring in a new law and ponahsc those people. 

A. — ^Evory kind of taxation has tho same effect, for instance, an increase 
in income-tax is tho same. 

Q. — ^No. There it is net income rvliich is taxed, but here it is not so. 

Mr. Poolcy. A. — ^May I say ho is gambling on the availability of water. 
Wo can always withdraw water. Supposing we stop water, his income will 
automatically cease. 

Q. — ^Irrigation has been in existence for tho last twenty or thirtj’ years. 
There have been lots of transactions on it, no\v you cannot saj^ a mail who 
lias pui'chased the land year has gaml)lca on it. 

A. — Yes, he gambles on water being available for that portion. There 
is no guarantee of water to any pai'ticular piece of land-. Tho last few 
miles of the. Mutha Eight Bank Canal is an example. It has been found 
necessary to* refuse perennial water in tho area although it has been given 
for many years in the past. 

Dr. Hydcf, Q. — Your position, I .suppose, is this. The State having 
constructed these canals which wore originally of a protective nature, and 
now people are in a position to save on account of this, you raise your charge 
by a cess and do not increase your water-rates direct. Is that your 
jiosition ? 

A. — ^Yes. 

Q. — ^You have come to this position on account of the fact that you 
think water is worth mucJi more and thus people can pay more? 

Mr. Turner. A. — Yes. Everything depends on water. 

Q. — Originally they could not pay. Now, on account of tho change 
brought about by canals, movements and piices so foi-th, you can demand 
much more for your water and the people will be able to pay. You mean 
they possess the ability to pay? 

A. — ^Yes, I think so. - - 

A^—M regards the question of distribution of water, can’t you form 
villages units and make over your water to them for distribution. You have 
got local self-governing bodies, village panchayats, etc., are they not 
sufficiently developed to take up this work and ensure water to everybody 
in the village? 

H/r. Fooley. A. — In the Deccan in-igation systems we have altogether, 
1 suppose, many thousands, maj’’ bo about 100,000 outlets. Wo have 
done our best to encourage communal enterprise on the lines whicli you 
indicate, and 6 experiments have been tried, one of which has been 
a failure, one has succeeded and the others have partially succeeded.' So 
there is no enthusiasm at present. The Irrigation Department at present 
distributes the water to tho fields. If distribution is to be done on a com- 
munal basis, suitable persons in each village must offer their .services 
free. It is not an easy matter to distribute water so as to satisfy all 
concerned — cane requires water at frequent intervals, pai-ticularly on light 
soils and at periods of high demand — the Panchayat have to do tho 
best they can and all fields cannot be given water exactly when required, 
so it is a .very unpleasant job for the man who is responsible for 
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distributing tlio water. Therefore they alwaj's prefer that the State 
deijartineut shoiild do this business, and the cultivators hesitate to under- 
take these responsibilities. 

Q. — Could 3 ’ou not Ijring those villagez's into one body azid get them to 
distribute water? 

A. — ^Vo arc very anxious to do that. I may also point out that if 
villagers wore to do this work, the organization would become cheaper. 
We have been advocating this reform for some yeai-s past, but so far there 
is very little keenness about it. Wo do not get men ,to undertake this 
pxiblic dutj'. We do at present give them in practice a slight rebate. 
They use more water for cultivation of the same area, therefore it costs 
more. 

Q. — ^You could not conceive this village system being successful? 

A.— No. 

21/i'. Turner. A. — In every village in the Deccan there are factions and 
the feeling between them is veiy bitter, (Dr. Paranjpyo will agree with 
me), so it is very difficult to get these two factions to woik together. 

Q. — ^There are no technical difficulties? 

Mr. Fooleij. A. — Certainly not. The difficulty is the unwillingness 
of the iioople to undertake this public dutj-. Moreover, to do this disti-i- 
bution work they have to give up a tremendous lot of time. One of the 
duties of the panch must be to penalise people for misuse and waste of 
water. It is a veiy unpleasant duty to penalise a neighbour. Therefore 
peoiilo hesitate to undertake these responsibilities. 

Dr. Faranjpye. Q. — In order to reizmve those troubles, have you tried 
any experiment for consolidating the holdings? 

A. — ^Yes, under the new rules we only give units of li acres for irri- 
gation on lease. This has reduced to some extent the extreme fragmenta- 
tion which has been a hindrance to the administration of irrigation in the 
past and has rendered holdings unprofitable. In the last two years irri- 
gators are now either leasing or combining areas so as to get a sufficient 
area to come up to our unit area for irrigation purposes. 

The Maharajadhiraja Bahadur of Burdxcan. Q. — At the bottom of the 
first page of your note you sayj “If water-rates are cliarged as at present 
and according to the ability of the persons concerned to pay, and in addition 
a general land tax is levied for the whole area, it should be quite possible 
to make a canal bear the interest charges on capital invested”. What is 
your idea in saj’ing “general land tax”? Surely a tenant pays land tax 
for the land he holds. 

A. — ^By a tax I meant a cess. 

Dr. Dyder. Q. — ^If you could supply water to all the persons in a 
certain tract, then j’ou might tax_ everj’body. There may be portions of*^ 
villages which do not get water, still you would tax them though they g^t 
nothing? 

A. — 'SYe mean we could charge cess only to those to whom we could 
guarantee water. 

Dr. Paranfpye. Q. — Those people who are at the tail-end of the canal, 
jmu would char-ge only a portion? 

A.— Yes. 

Q. — ^Your Deccan canals are suiqjosed to be protective canals. Some 
pay and some do not pay, and others pay half a per cent and so on. Do 
you think they can reasonably bo made to pay for the whole cost? 

A. — ^The figures that you see in the published i-eports are somewhat 
deceptive because old and new' schemes are not showm separately and most 
of the now schemes are not as yet fully developed. When the new schemes 
are fully developed the return from them wiU improve. The return on 
the sum-at-charge (capital -j- accumulated arrears of interest) is hardly 
a fair criterion of existing conditions. 

Q. — On the other hand, the cost of construction of canals was very rauch^ 
less than it is now. 

A. — ^True. 
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JJr. Hydcr. Q . — ^Havo you got all the sclieines that yo\i require or 
there is room for exi)ansion? 

A. — Yes, there is a good deal of room for exiiaiision; but wo have not 
got monej^ 

Q. — ^In the Punjab in the canals they are now going to construct 
Government insist uj^on getting a share of the land. I supimse you cannot 
do that in your Presidency? 

A. — ^No, Sir. It is all occupied. We could not possibly do that becarise 
there would be poi>ular outcry. 

Mr. Turner. A. — That has been considered as ‘i^olitically unwise. 

Q. — What sort of rates you would have for irrigation,- would you have 
uniform rates? 

A. — Irrigation rates vary according to the season and crop. They are 
seasonal rates. For sugarcane which is a perennial crop it is Bs. 46. 

Sir Percy Thompson. Q. — ^I'hat takes very much more water than other 
crops ? 

A. — Yes, wc have got to give water every ton days. 

Dr. Hydcr. Q. — ^Your charges are much higher than in other pai-ts of 
India ? 

A. — Comparatively it is ' not much more than in other parts of India. 
For sugarcane for which the soil is verj- suitable we get a much bigger 
outtui-n per acre. 

Q. — Over areas that are homogeneous you would have different rates for 
different crops, but for the same croi) in one area you would have one rate, 
not rates Amrying according to the schemes ? 

A. — No. The rates are sanctioned by Government from time to time; 
they apply generally to all major irrigation Avorks in the Bombay Presidency 
Ijropor AAuth one or two minor exceptions. 

The President. Q. — Even protective works pay under these general 
rates ? 

A. — ^Yes. 

ilfr. Turner. A. — I have been connected udth two famines in this 
Presidency, and have worked' in tivo actual famine tracts. I myself and 
all officei's are of opinion that the best protective work for famine" is 
Iieremiial irrigation and not the spreading of water over the whole area, 
because that gh’es plenty of labour and employment and keeps them 
alive. 

Dr. Paranipye. Q. — You are referring to the old system u-hon you had 
not perennial irrigation at allP ' 

A. — I meant that the best protection against famine is the perennial 
system and not spreading water over the whole area. 

Q. — ^We are looking at the financial aspect of the question. Do you 
e’Xpect them to pay for the interest, capital, etc.? 

A. — ^Unless they do we shall not be able to construct any more. Under 
the present system ive cannot construct a yard more. 

The Maharajadhiraja Bahadur of Burdwan. Q. — The irrigation works 
wore originally not meant to pay? 

A. — Yes. 

Q. — ^They ivere more or less an act of philanthrophy P 

A. — ^Yes. Tlie general rate of interest then was per cent, and they 
were constructed out of revenue. Now they have to be constructed out 
of loans for which we have to pay 6 per cent. 

The President. Q. — ^L,do not quite understand what is meant by piling 
up of sixty years interest. AVhat is your idea? 

A. — ^In the olden days 3 per cent u'as tlio rate of interest and from the 
very .start we have to pay simple interest on capital expended on construO' 
tion. Canals develop very slowly. In fact, _ the financial return is esti- 
mated to commence ten years after completion. By that time we may 
have incurred 20 or 30 lakhs interest on a one orore scheme. That is 
called sum-at-charge, accumulated inlc-rest charge plus capital. 
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Dr. Hyder, Q. — ^Hoav do yoiii’ I’ates, for instance^ for sugarcane, compare 
ivith the cost to an agriculturist ndio makes use of his own water either 
from a well or from a tankp 

A. — can saj' that a cultivator will alwaj’s take canal water in preference 
to well water. 

Q. — ^Is it cheaper? 

A. — ^The main advantage of canal water is that _the_ cultivators are 
absolutely sure of the suxjply. The supply in the major irrigation works 
is based on the rainfall in the Western Ghats and even in the famine years 
it can be absolutely guaranteed. 

Q. — Do you know what it costs a man to irrigate from a well? 

A. — ^It means he has got to have bullocks and it limits the area 
which he can irrigate. I do not know exactly what it costs, but we know that 
wells in the irrigated area are always abandoned in favour of flow irrigation. 

Sir Percy Thompson. Q. — I do not quite understand what you mean 
by saying that best insiirauce Utiainst famine is perennial crops. 

Mr. Turner. A. — meant sugarcane. The sugarcane crop is _ a 13 
montbs crop. It goes tbrougkout the year. It has got to he irrigated 
every ten days throughout the year. 

Q. — T do not quite follow whj^ 3 on call it the best protection. 

A. — ^Because it gives an assured employment in a wide area of irri* 
gation. For sugarcane cultivation you will require a considerable amount of 
labour. You never have famine in the area under command, but you may 
have it all round these areas. , 

Q. — ^You say : “To charge a commercial profit should be the ultimate 
aim of all irrigation schemes j as there is no reason why the general tax- 
liayer should provide water which will benefit only a few persons.” Supposing 
you undertake an irrigation scheme and you can make a fair commercial 
profit by charging Es. 4 an acre : if the benefit to the cultivator is some- 
thing in the region of Es. 40, you would not limit yourself to taking 
Es. 4? 

ilfr. PooJcy. A. — ^Well Sir, in the past the rates have been based on 
a different basis. They are all cou'c^sion rates you might say. In the 
Deccan to-day they are all concession rates; it is what a man can pay. 

Q. — If you increase his value of land liv Es. 40, obviou.slj’ he can pay 
Es. 30. ■ 

A. — ^But there are two iieojile, tlio owner and the irrigator, the owner 
very rarely irrigates. In the irrigation rates ue tax the tenant. Under 
the cess we try to tax the omier. 

Q, — ^You put water on the land, give him a iilentiful supply of water, 
quite obviously the tenant can grow prolific crops. Up to the extent to 
which the land is more prolific you can theoretically charge the whole 
increase in the net value of the crop. 

A. — Before enhancing the rates. Government makes a detailed enquiry 
through different departments, and we find the net value from each 
type of crox 5 and we base our rates accordinglj" on what people can pay. 

Q. — ^Idiat docs not square with your saying that the rate limits itself 
to the commercial vahxe. You would not limit yourself to charging Es, 4 
on that account? 

A. — ^IVe have never had that position in Bombay. 

Q. — ^But they have in Madi-as. They had in some parts a rate of Es. 4 
but now people are begging for water and they arc prepared to pay even 
Rs. 15. I suggest, theiofoie, Lnat they .started on a wrong principle in 
charging Es. 4, because that covered their cost. 

A. — ^I agree with j’ou that it should be at a price which ■will cover the 
interest charge on your scheme and it should he fixed on the commercial 
value. Supposing your scheme costs so much, you expect so much revenue. 
Your attempt should be to collect as much revenue as you can. 

The President. Q. — ^Then you really take into consideration the amount 
that you could charge on the basis of what a cultivator in the least 
favourably situated tract can pay? 
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A.' — The critovion is really not a famine year. Water is worth so much 
that wo are charging rather too little for our water. Wo have assessed 
on the fat year when rainfall is good and water from canals is not so 
valnablo as it is in a year of scanty rainfall when cultivators could pay 
much higher rents if demanded. ^ 

Q. — ^How often do you revise your rates? 

A. — They are subject to revi.sion every six years, but wo do not often 
do that. 

Q. — You don’t do it to balance your budget? 

A. — No. T think that before the last revision there had been no 
alteration in the rate for ton years. 

Q. — Is it desirable to iceonsider the rales after a fixed period? 

A. — According to law. the ral«>s are .subject to revi.sion every six years. 

Q. — Have yoti any difficulty in gelling people to pay rates which aio 
.so much higher than those in other parts of fndin? 

A. — No. When we give six yeans’ leases, we goncrally get anything from 
50 to 100 j)or cent ap])licntion.s in excess of what we can give.* 

Q. — Yon say that the oliarge for water ought to ho based on the net 

profits derived from erojis irrigated. I take it that the scheme suggested 

in our questionnaire, viz., to increase the land revenue hy taking the .same 
proportion of the combined output of land ;ind water a"s would otherwise 
imvo been taken of the output of the land, docs not fit in with tlm Botnlmy 
Sottlemont procedure. 

A.— No. 

Q. — In your land revonno seltlomonts you do not take a definite 
l)roi)ortiou of the not assets? 

A.— No. 

Sir Pcrc}/ Thompson, Q. — Why? 

A. — The season varies very mneh. In a tyj)icnl Pecenn famine area, 

when we got good rains, there would be extraordinary profits made by 

cultivators. Tf wo taho 12 anna.s i)cr aero, the profits wotild amount to 
anything from Tls. .50 to Its. GO per acre. 

Q. — Do you base your settlements on that ? 

A. — No. 1 do not think we can work .strictly on these lines. We 
go more hy improvomonts in communications, prices of produce, the 
railwny.s, etc. It is almost impossible to find what the actual not return 
to the cultivator is. 

Q. — Is it a percentage of the rental value? 

A. — Not .strictly : the assessment is not the rent hy any means. 

Q. — ] .suggest that it is a proi)orlion of the rent, the innximnm limit 
of wliich m.aj' bo 50 per cent. 

A. — That was the original idea. 

The Presideiii. Q. — Do yon ever use the term ‘not assets’ in the 
Bombay settlement? 

A. — No. The land was originally surveyed and classified j wo don’t 
revise these two at all. As 1 .said, wo go hy the improvemonis in the com- 
munications, increase of jiricos, inoduco, railways and general questions of 
advancemont. We do not attempt to work out the net a.ssets. 

Sir Percji Thompson. Q. — 'I'lioso are iirecisoly the considerations which 
any landlord would take into account in fixing rent’s. 

A. — Wo do not call onr assessment a rent. 

Dr. Parnnjpyc. Q . — In your .soltlomont roiiorls, do you consider the 
.sale value of land and -Lho lotting value of land? 

A. — Wo do. 

Q. — If you find that the lotting value of land is high, wouldn’t yon 
consider that as a proper reason for increasing your assessmont? 

A. — Yes. 
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The President. Q. — you put water on the land and guarantee supply, 
you increase the value of the land largely, and Government are entitled 
to take a share of the increased value h 3 ' means of a betterment tax? 

A.— Yes. 

Sir Percy Thompson. Q. — Siirely j’ou would take your share of the 
increased value l)y way of watoi-ratc. 

A. — ^It does not hit the owner so much : nine-tenths of the cultivators 
are tenants and they pay the water-rate. 

Q. — ^If you take 100 per cent of the increased produce due to the 
application of water, there is no i-oom foi a betterment tax. 

A. — ^Are you dealing with irrigated lands or with ordinary revemie 
assessment lands? 

Q. — Suppose a revenue assessment land is dry to-day; to-morrow you 
put water on to it ■ and 3 ’ou increase the produce so that the increased 
pi'oduce is worth Es. 100. hfy first suggestion was that you take a reasonable 
propoi'tion of this Es. 100, say, Es. 60, Es. 70, Es. 80: then there is 
an increase of Es. 20 left, unless the landowner puts up the rent. Now, 
if 3 'ou put on a betterment tax, yon have already taken your Es. 80 
share out of the Es. 100 increase? 

A. — ^The irrigator knows what profit he can make out of th "6 land and 
the rate is fixed accordingly. He pays a rent, averaging Es. 40 an acre 
to the owner. We do not tax the OAvner at all. 

Q. — But suppose he pa3'S Es. 100 for his farm and you put Avater on to 
it. ^Vlly should he pay any more to the OAvner? 

A. — The tenant can lease the land only Avhen the land has the irrigation 
facilit 5 '. The lease is commonly on half produce. 

Q. — That has its oaa'u value. 

A. — ^It may have no value at all. 

' Q. — Taken on an average, it has a certain value. You increase this 
A'alue 1)3’ putting Avater on it, and the State takes away a fair proportion 
of the value by means of the Avater-rate. 

A. — ^It Avas previously a dr 3 ’-crop area : that is a perfectly different 
thing from an irrigated area. The tenant sijJiply leases the land to the 
expert cane-grower, Avho fixes his rate according to the availability of water, 
the nature of the land, etc. The owner, who before could scarcely maintain 
himself on the land, now becomes a moneyed person who lives in his OAvn 
house and does no work. If he had 10 acres he is now getting Es. '600; 
previously he did not get Es. 6. 

Q. —But if it is the case that yoxir expert comes along and offers something 
very much in excess of what could be offered before, it means 3 'ou are 
not recovering sufficient from him by Ava 3 ' of water-rate. 

A. — ^Every one is not an expei’t. The ordinary cultivator does not 
get an 3 ’thing like the results the expert does. We cannot tax a man 
because he is efficient. 

Q. — Sixrely the expert is entitled to a certain amount of reward for 
his brains. You say that the owner aa’Iio is not an expert absorbs it : why 
should he ? 

A. — ^That is Avhy we Avish to tax his increment. 

Q. — ^If 3 ’ou charge him more water-rate he cannot afford to pay more 
rent. 

^A. — That would not pa 3 ' GoA-ernment. It is not a business ixroposition. 

Q. — ^You charge the tenant something by wa3’' of Avater-rato which comes 
out of the surplus : the landlord can only get a rent AA'hich is equivalent 
to what is left as surplus, and if a-ou do not take the whole of the surplus, 
the landlord Avould alisorb it Iia’ Avay of rent. If 5’ou take the whole of 
the surplus, there is nothing for the landlord to absorb 1)3'- wax’ of rent. ^ 

A. — ^It is more or less a gamble; theA- 11103’ water they 

require. One thing is certain, A’iz., that the owner does receive A’ory much 
more than he did in the past, and that is Ai-hat AA’e want to get at. If 
Ave had fixed our water-rates at a vei-y high rate as you suggest from the 
beginning, the rents AA'ould neA’er haA’e gone up in the wa3’ they haA’e. Very 

YI-44 
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often the difficulty is to got people to lake -vrator. You must start with 
low rates and gradually fix higher i-ates, and meanwhile the harm is done. 

Q. — I take it that the circumstances under which you fix your irrigation 
rate result in a transfer of the value from the cultivator to the tenant. 

A. — There are big risks for the tenant. 

Br. Kydcr. Q. — ^Yoti say that the cane business is in the hands of 
lai’gor people P 

A. — It is in the hands of experts largelj', and it varies on each canal. 

Q. — ^^^^lat would be the area of occupation of an export under cane? 

A. — It varies: 10 acres is the smallast; I know of one having 600 acres. 

Q. — If, on an average, then, there are 200 acre blocks, it seems to mo 
that you can got very much more out of j’onr water. 

A. — ^Wc must support the cultivator. After all, wo want to encourage 
the cultivator to cultivate his own lands and become more or less an export. 
What happens at present is that the man lots his land, goes and lives in 
his village and sits idle: bo docs no work and becomes discontented. On 
the other haiul, if you train your cultivator to grow cane and do all the 
work, it will bo a splendid asset to the State and the work will go on 
from father to son. But your tenant will not stick to you. As soon as 
a new canal is made, ho will go away if he gels a more favourable lease. 

Q. — This kind of maTi generally comes from the cities and does not 
stick to the village. 

A. — It pays Government better to have the big man. 

(At this stage Jfr. Pooloy withdrew from the meeting and the exami- 
nation of Mr. 'rumor was continued.) 

Sir Percy Thompson. Q. — I gather that in your view probably the house 
tax is the best tax to levy for raising the bulk of the revenue. 

A.— Yes. 

Q. — But you rccognir.e that the octroi exists aiid has been in existence 
from a long time and that the onlj* thing to do is gradually to substitute' 
for it a house tax. 

A. — ^Ycs. 

0. — ^You say that you have no experience of the profession tax: does 
not the small trader get off very lightly? 

A.— Yes. 

Q. — Can you suggest any way by which he can bo made to jmy a fair 
share except by some sort of profession tax? 

A. — I agree that the i)rofossion tax is the best way of getting at him. 
In one or two municipalities they are tiwung a small income-tax, but 
poi’sonally I am very doubtful about it. 

Q. — How is that assessed? 

A. — It will be assessed by the local authority: I am afraid it will load- 
to a lot of trouble and peculation. 

Q. — ^T\''ould the local authority object to its being done by a provincial 
staff or even bj’ the income-tax staff? 

A. — ^I should not think they would object. I cannot say for certain 
because there is the only instance in this Presidency where it has been 
started. It is in Larkana. 

Q. — ^All over India the complaint is that the local authorities do not 
administer it well. 

A. — We have not got very much of it in this Presidency. I have not 
been able to get detailed figures, but there is a tax called professions and 
trades tax in 30 municipalities out of 151. That includes a tax on hawkers, 
a tax on theatres (which is levied in Poona), also a tax on bands or music. 
All these come under ‘profession tax’ more or less. 

Q. — ^Is it roughly based on estimated i)rofits? 

A, — ^I am afraid I cannot give details, 
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The President. Q. — Only live out of tliese thii-ty municipalities get 

over Es. 1,000 from the tax? 

A. — ^The income is not as much as they expected to get. 

Q. — ^How is this new local income-tax levied : is it a proportion to the 
income? 

A. — have not got the rules yet ; it was only ' sanctioned by the 
Governmont of India a fortnight ago. 

Q. — ^If you had called it a jirofession tax, it need not have gone to the 
Government of India. 

A. — It need not have gone. 

Q. — ^I take it that your ‘education’ tax is much the same thing. 

A. — It is called ‘education’ cess. It is eariuarkcd for education. 

Q. — ^'riierc will he no trouble if yoii call it a profession tax, and it 
need not also go for sanction to the Government of India. 

A.— Yes. 

Sir Pcrcu Thompson. Q.— If you assess house tax on the owner, what 
is the need for an exemption limit? A man may just sis well buy 100 small 
houses and bo as well off as ,if he has one good big house. 

A. — ^In the mofussil these small owners generally occupy their own 
houses : most of the towns are divided up into castes, the backward and 
depressed classes all live iix one area and they are the people who 
\isually got exemption. 

Q. — You say that you favour a policy of rating land within municipal 
limits on its undeveloped value and of exemption of improvements effected 
at the expense of the oivnor. Hoav do you propose to do that? Does that 
mean'll universal valuation of site values? You had, I undei-stand, a 
committee on this cpiestion in the Wombaj’ Presidency. 

A. — Yc.s, wo had. That is Mr. Miranis’ report. 

Q. — ^Thoy recommended that you should ascertain the site value? 

A.— Yes. 

Q. — ^How are you going to work it? 

A, — ^Personally, I do not know how to do it with i-.egard to valuation: 
there are oxtraordinai'y difficulties in practice. 

Q. — ^You know the experiouco of trying to get at the silo values of land 
in England ? 

A. — ^I know it too well. The difficulty is to get at people who hold 
up land: there is a good deal of that sort of thing in industrial towns. 

Q. — ^The other alternative is to charge an increment duty? 

A. — Yes. 

Q. — ^Don’t you think it would be a colossal business? 

A. — I am afraid it would be. 

Q. — ^IVliat irnpi-oveniciits are you going to exempt? 

A. — ^Improvements made at a man’s own expense, i.e., drainage, access 
to a main road, etc. I admit it would be very difficult in practice to work 
it. 

Q. — Supposing you get over these difficulties, would you then put a 
flat rate of tax irrespective of the rents that the actual owner is paying? 

A. — The idea was to take 3 per cent of the value; calculating 6 per 
cent as the natui’al reiuru, Government would take half. 

Q. — ^Isn’t that rather hard on the man who is paying full rent for 
the land? 

A. — The man who is paying full rent is the speculator. 

Q. — But you are going to tax him> Ho may have bought the land 
us speculator and built a lot of houses on it, you would not show any mercy 
on him? 

A.— No. 
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The President. Q. — ^In municipalities in the Madras Presidency you 
have your house tax -which includes the house and site, and then you have 
a land tax at so much per square yard. 

A. — We have not got that here. 

Q. — ^In Madras they charge agricultural land’ and building land sepa- 
rately : they simply have a flat rate at so much per square yard. 

A. — They also tried to put on an undeveloped land tax in the Bombay 
Municipalitj', but that was turned down on the advice of the Remembrancei- 
of Legal Affairs as illegal. 

Sir Percy Thompson. Q. — Suppose you have a piece of land on the 
outskirts of a town which is unfit to be built upon; you have another piece 
of land just in the middle of the town which has an enormous value. If 
you i)ut a flat rate at so much j>er square yard, the tax on the latter 
would be a mere flea-bite if it was fair to the former piece of land, 

A. — ^Yes : the value of lands in the centre of some towns is terrific : 
it is even more than the values in Bombay. 

The President. Q. — Does the octroi and the cotton manufacturing tax 
in this Presidency tend to become a transit duty? 

A. — Very much so. 

Q. — And for that reason to bo very mu^i oJjjected to? 

A.— Yes. 

(J. — The Chamber of Commerce told us tliat your Grovei'iiment have 
given an undertaking to abolish tolls on provincial roads. 

A.-|-l do not think that any such undertaking was ever given. It was 
the policy of Government before the War to abolish tolls and it was vei'y 
largelj’ carried out : wo used to give compensation to local boards for the 
loss of revenue. But the War upset the whole thing. 

Q. — I perceive from the reports that no tolls were levied on provincial 
roads in 1921, a considerable sum was collected in 1922 and a stiU larger 
amount in 1923, 

A. — Yes, they were brought again into force in the year 1922-23. 

Q. — ^It has lieen suggested to us that the greatest objcvtion to the tolls 
is from motorists, and you might get over it by levying a provincial tax 
on motor cars, making over the proceeds to the local bodies, and by 
exempting all motors from tolls, just as they do in England. 

A. — You mean heavy registration fees on cars? 

Q.— Yes. 

A. — ^I do not know. 1 suppose it would bo feasible. But motors are 
very much more concentrated here in India than they are in England. 
The vast majority of them are in Bombay, and one or two other big cities. 

Q. — They would still be able to levy a vehicle tax. 

A- — The Bombay motorist pays Ils. 100 a year, and if he has to pay 
a provincial tax over and above that he will have to pay a good deal. 
You will be asking him to pay for the benefit of the District Boards when 
nine-tenths of the cars do not use the district roads. 


The Hon’hle Mr. Justice P. E. PERCIVAE, C.I.E., I.C.S., M.E.C-, 
Bombay, was next examined. 


Written memorandum of the Eon'ble Mr. Justice Percival. 

Q. 89. — Benthaiu’s views are antiquated and cannot be accepted. In 
regard to the Court-fees Act, I suggest that it should be amended in all 
the provinces, in the manner in which it has ^ already been amended in 
Madras, Bengal, Bihar and Orissa, the Punjab and Assam._ Item 1 of 
Schedxde l of the Court-fees Act, 1870, is very antiquated and should, 
in my opinion, be amended as soon as possible in regard to suits -/or amounts 
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above J?s. 5,000. Tlie following are the iJcrcentages. paid in accordance 
with item 1 of that Schedule: — 


Value of Bubject matter, 
ns. 


Proper fee. 
ns. A. 


Percentage. 


100 

260 

600 

1,000 

2,600 

6,000 

10,000 

25.000 

80.000 
1,00,000 
2,60,000 
6,00,000 
10,00,000 


7 8 
18 12 
37 8 
76 0 
lt)0 0 
27 o 0 
'tV6 0 
875 0 
1,176 0 

2,176^0 
3,000^ J ) 
3,000 ^0 


7t 

7y 


H 

ti-u 

Ai 

AVO 


So a person 'who files a suit for 10 lakhs pays at only l/25th of the rate 
paid by a person who files a suit lor lls. 1,0UU. 

2. The Stamp Act also r-equires amendment in the mauner recently 
proirosed by tlie Bombay Govci-nment, and rejected by one vote by the 
Bombay Legislative (Joitncil. i understand from members oi the 
Uouucii (of which 1 was then a member) that it was rejected not on its 
merits, hut simply on the ground of general objection to all new taxation. 

3. Qs. 137 to 146. — I am of opinion that this subject should at once 
be investigated carefully b 3 - a .strong committee of judicial and financial 
experts, 'j'here is no reason prima jacie why an estate of 2 millions 'in 
Jiliigland sliould pay 40 per cent estate duty, and a similar estate in 
Bombaj' should pay only 3 iier cent probate dut 5 '. Again, if the whole of 
Bengal and cities of Bombay and Madras were sulhciently advanced for 
the Jdiudu ‘Wills Act in 1870 (necessitating the taking out of probate), one 
would think that towns such as ixarachi, Ahmedabad, etc., must be sufficiently 
advanced for it in 1925. 1 am of oiiinion that the difficulty of introducing 
succession or estate duties in India has been exaggerated. At any rate, 
the existing position in regard to the court-1 ecs stamp and probate duty is 
so full of auomalies aud mcrxualities that it is desirable that the whole 
question should bo examined bj' a strong committee of experts. 

4. Qs. 149, 156 and 157. — The whole subject of the division between 
imperial and iirovincial revenues requires reconsideration. The basic prin- 
ciple should be that iucomc-tax should bo divided between imperial and 
provincial revenues. Other necessary changes should be made accordingly. 
The attempt to separate the sources of the imperial and provincial revenues 
should, 1 think, dclinitelj’ bo abandoned. The Government of India can- 
not afford permanently to antagonise two of the leading provinces of India, 
by continuing the Meslon Settlement which Bombay and- Bengal never have 
accepted and never will accejit as a fair settlement between the Imp^ial 
Government and the provinces. 


The Hon’hle Mr. Justice Percival gave oral evidence as follows : — 

The Fresident. Q. — You are a Judge of the High Court?. 

A.— ^I am acting. I am permanently Legal llemembrancer, and before 
that 1 was on the Legislative Assembly for three j’ears. 

Q. — ^In which jmu made a siieech on the subject of the tax burden in 
India and othor countries? 

A. — ^Yes. 

Q. — ^Aud I think you said that you worked out figures for ton coun- 
tries including Peru and the Argentine. 

A. — Yes. I tooii rho amount of taxation aud divided it by the utim!. 
her of the pojjulation. 

Q. — You compared the taxation with Japan, Java, the Phillipines and 
Egypt, and you found that the tax burden in India is lls.; in Japan 
£2-12-0, in Java £1-12-0; in the Phillipines £1-8-0 and in Egypt £2-3-0. • 
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A. — I want to say that I did that hy simply taking the figures of 
population and the amount of taxation as shomi fin the Statesman’s Year 
Boob. 1 suggested to the Finance Department that they should work it 
out more correctly. 

Q. — ^You say that taxation in India is far away the lowest in any 
civilized country in the world. 

A. — ^Yes, certainly, judged hy the incidence per head. 

Dr. Faranjirye. Q. — ^Did you find out the level of subsistence in those 
countries ? 

A. — ^That is another question : it is most difficult to work out. 

Q. — ^At any rate, you must have found out what is the minimum wage 
of the daily labourer. 

A. — That is a difficult economic question. The Economic Enquiry Com- 
mittee will be able to decide that. Taxation is much easier to find out. 
Another .question is how I'iii- it iiays the countiy to tax the people, namely, 
whether it is better to keep the tax burden low and leave the amount with 
the people for development, or whether it is not sounder policy to tax 
at higher-rates and utilize the money for education, etc. 

The President. Q. — Your point was that India was not overtaxed but 
under-developed P 

A. — ^Yes, certainly. 

Q. — ^You took some figures to show that the increase in taxation for 
the last ton years was only an adjustment to rising prices? 

A.— Yes. 

Q. — Not really that taxation has increased, but that it has been 
brought on a level with the prices. 

A. — ^That is to say, the price level had gone up by 60 iior cent roughly 
and the increase in revenue was 60 per cent roughly. 

Sir Percy Thompson. Q. — On the point you made that taxation in 
India has only gone up to readjust the different value of money, there 
must be a drop somewhei-e. We find under customs duty that the rates have 
gone up very nigh: the same is the case with income-tax.- 

A. — ^But take land revenue, which is mostly fixed for thirty years. It 
is there that the drop has occurred. 

. The President. Q. — ^We now come to court-fees. 

A. — I know a little about it, only because I helped to draft a bill on 
the amendment of the Court-fees Act, which has been undertaken by the 
Government of India 1 was put on special duty to helji to draft the Bill. 
There is one Bill to amend the Court-fees Act, and there have been other 
Bills to amend the schedules introduced in the different local Councils. . 

Q. — What are the particular points? " 

A. — ^THe points in the Government of India Bill are a general revision 
of the Act to settle differences in decisions of the different High Courts, 
and to raise the fees in one or two instances, for instance, to increase the 
fees on suits for declaration, where the fees are too low at present. 

Sir Percy Thompson. Q. — Com-t-fees are entirely a provincial- subject. 
Aren’t they? 

A. — ^Yes. But the reason why they introduced the Bill in the central 
legislature was that they wanted to revise the Act in the light of certain 
judicial decisions affecting the whole of India. 

Q. — Suppose that Act is passed, is it obligatory on the provincial Coun- 
cils to adopt it? 

A. — ^Yes: it applies to the whole of India. 

Q. — ^Then, court-fees is not a provincial subject? 

A. — ^That is the difficulty. The different Bills overlap to a great ex- 
tent. The Act is being amended by the central legislature, but not the 
schedules which are amended by the local Councils. 
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Dr. Paranjpye. Q. — ^Would you advocate that these schedules should 
be uniform over the whole country? 

A. — ;It would be a great advantage if they could be. The result of 
leaving it to the provinces is that some Councils have raised court-fees and 
others have not. It ought to be the same for the whole of India. That is 
so particularly in the case of probate. Probate extends to the whole of India. 
In Bombay they have the same fees as before, viz., a maximum of 3 per 
cent, but in Calcutta they have raised the maximum to 5 per cent. 

The President. Q. — ^Were the fees raised in Bombay? 

A. — ^Thoy wei-e raised for two years, but after that period the Legis- 
lative Council refused to renew the Act. 

Q. — ^During the period that the increased fees were in force, if a docu- 
ment from another province, where a lower rate prevailed, were produced 
in a Bombay court, would the presiding officer at once require the additional 
fee to bo paid? 

A. — ^Well, those difficulties might arise. As regards court-fees, they, arc 
chiefly fees on suits. If you file a suit in a Bombay court, you have to pay 
the Bombay feesj the fees in other provinces do not matter particularly. 

, Q. — ^Tf a document 'is produced? 

A. — ^That does arise. Then they have to pay the fee which is in force 
in the particular province. 

Q. — ^Did you make a provision for levying a surcharge corresponding 
to the difference in fees? 

A. — ^Thero is no special i3rovi.sion for that in this province. 

5iiV Percy Thompson.^ Q. — Does not the general provision apply, that 
a document shall be stamped in accordance with the schedules, because your 
courts would not look at the document unless it is properly stamped? 

A. — Yes. It is very awkward of course having different stamp duties 
in different places, and particularly as regards probate. Suppose a man 
lias got a large estate in Calcutta and a small estate in Bombay, his lieir 
can take out a probate in Bombay for a lower fee than in Calcutta. 

Q. — In the case of a probate, although the Bombay fee is lower, the 
Bombay probate is good in Calcutta? Thej’ cannot insist on further 
payment. 

A. — ^Yes. It is good in Calcutta and they cannot insist on further pay — 
merit. 

Q. — Can you tell us anything about the incidence of fees in the High 
Court? 

A. — The court-fees on the Original Side of the High Court are laid down 
by the High Court themselves, and they are very low when compared with 
the court-fees outside Bombay cjt 5 % But that is a matter for the High 
Court: Government cannot interfere. They have been sliglitly raised in 
the Bombay ^igh Court, but not, I think, sufficiently. 

Q. — Can you give us any idea as to how they compare with Madras 
and Calcutta ? 

A. — ^I do not think I can. It is difficult to decide what the total fee 
is in each case. On the Original Side of the Bombay High Court a low court- 
fee is levied at first when the suit is filed, but there are fui-ther charges as 
the case proceeds. 

Q. — It is rather the same as in England. 

A. — ^Yes. In the presidency towns_ the law is based on the English 

law. 

Q. — ^This power to fix the fees is given only to the High Courts in 
presidency towns? 

A. — ^The position is that all the High Courts have power to levy special 
fees on their ox-.'ginal sides. But there is no ordinary original civil juris- 
diction except in Calcutta, Madras and Bombay, so that for practical pur- 
poses the special court-fees apply to the Original Side of these courts only. 
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Q. — ^Tlie actual position is that- it is clieapor to bring a suit in tbo 
Presidency High Court than in any of tlio mofussil courts. 

A. — ^Yes. 

I)r. Paranjpye. Q. — ^Kut the subsequent fees mount ui) higlier in 
Bombaj'. What about the solicitor’s fees? Is litigation taken as a 
whole cheaper in Bombay than in the mofussil? 

A. — It is difficult to say that. 

The Presklent. Q. — ^The lau'yors got the difforonco. 

A. — Yes. The Government does jiot get it, 

Q. — Is there a ruling in your High Court under which a man who 
values his suit at a particular figure originally is allowed to revalue his 
suit in order to enable him to ajijieal to thi' Privy Council? 

A. — ^No. That is not done. It depends on the valuation that ho puts 
originally. 

Q. — Is there not such a rule in Calcutta? 

A. — I do not know of it. 

Q. — You think that fees should bo uniform throughout India? 

A. — ^Yes; they ought to bo uniform. 

Q. — Do you think it riglit tliat the State should take a little more 
from court-foes than the actual cost of administration of the courts, in- 
cluding tbo cost of buildings, pension charges, etc.? 

A. — ^I do not see why it should xiot. 

Q. — It has boon suggested to us that suits should be divided into two 
classes, necessity suits and luxury suits and that tbo luxury suits should 
1)0 charged very heavy duties. Luxury suits will include suits _for declar- 
ation and suits relating to charitable and religious endowments, etc. 

A. — The fees on .-iUils lor dcclaratii.n .should ho ineroa.sod in any case 
I should think that it Avould ho difficult to work such a distinction. 

Q. — Under luxury suits you might include such items ns suits for 
declaration, suits relating to charitable and religious cndoxvmonts. 

A. — ^You might work it out on those linos to some extent. 

Sir Percy Thompson. Q. — IWiy .should suits relating to charitable en- 
dowments ho made to pay more? 

A. — I do not know, except that the plaintiffs are not directly concerned 
in them. 

Q. — ^Pcoido arc directly concerned in charitj’. 

A. — As a matter of fact there is a low rate at present on suits relating 
to religious endowments. 

The witness to the J’re.^sidcnt. — ^Tho point you mentioned about giving 
back part of the fees. 1 do not think there is anj- objection to that, namely, 
if the matter is disposed ol or .settled at the very beginning. In tlie Presi- 
dency Small (Jause Courts, where any .suii settled by agroenient .between the 
parties before the hearing of the case, half the amount of the fees paid are 
repaid. Another instance is that of the Madras City Civil Court, whore half 
of the fees are returned, if there is a settlement _ by agreement before the 
issues are framed. 1 do not think there is any objection to that. 

The President. Q, — Tliat would cover the case where one party does 
ndt appear, 

A. — ^I would leave it at ‘settled before the hearing’ or ‘settled before the 
issues are framed.’ 

Q. — Then you made .some suggc.stion as regards .suits taxed ad ralorcm. 

A. — The lower the amount the higher the rates are proportionately. 
It does not seem to be fair. The modern idea is to have a graduiftion 
against the rich man. The rich man pays a much higher succession duty. * 

Sir Percy Thompson. Q. — But a suit for a higher sum does not take 
a proportionately greater time Jor hearing and disposal. A suit for 
a crore of rupees does not take'* hundred times the time taken by a suit 
for a lakh of rupees. 
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A. — That is of course an argument on the other side. 

The President. Q. — ^Has the High Court issued any rules on suit 

valuation ? 

A. — No. Rules have been framed only in Madras, the Punjab, Oudh 
and the Central Provinces. 

Q. — ^It is a common complaint that the absence of rules has caused some 
difficulty. 

A. — ^Well, I think there is some difficulty arising from that. 

Q. — do not Imow if you are acquainted -with the proposals of the 
Civil Justice Committee. They propose that a large number of transac- 
tions ivhich may be proved by evidence should be required to be proved by 
documents, but they add a corollai-y that jmu ^ould not make it an engine 
of taxation; in other words, all documents which require stamps under this 
recommendation should be taxed more lightly than similar documents which 
ai-o already required to be stamped. 

A. — ^It is a rather difficult proposal to follow out. I do not know if it 
will be practicable. 

Q. — ^Do you agree generally in their view that you should bar oral 
proof of transactions which could ordinarily be reduced to writing? 

A. — That is practically the law to a great extent — not entirely the law, 
but the courts rel 3 ' on documents more than on oral evidence. 

Q. — ^But you will allow oral proof of wills? 

A. — ^Yes. In Bombay city they have got special rules about wills. But 
in the Presidency outside Bombaj*, oial wills are allowed. 

Zfr, Paranjpije. Q. — ^W^ould you not admit entry in an account book 
as evidence ? 

A. — ^Yes. 

The President. Q. — Can you prove Stock Exchange transactions orally 
without a contract note? 

. A. — I think you can prove them orally. It is a question of evidence. 

Q. — ^These are the sort of transactions which would fall under the 
Civil Justice Commiltee’s recommendation.'' 

A.— Yes. 

Q. — ^Would you require in that case that they should be reduced to 
writing? Do many cases come up in the Bombay courts where proof of 
such transactions is given by oral evidence? 

A. — 1 do not think so. 

Q. — ^The court-fees in Bombay are actually comparatively small com- 
pared to' other major provinces. 

A. — They have not been raised in Bombay. 

Q. — ^The amount of fees collected in Bombay for 1922-23, when the 
h'gher rates were in force, was 73 lakhs as against 2 crores in Bengal. 

A. — ^In Bengal they have the Hindu Wills Act in force throughout the 
Presidency. 

Q. — You just referred to proof of contracts by production of accounts. 

A. — ^That is done. , 

Q. — ^We were told the other day that these accounts which ought to 
l)ear very heavy stamps, are allowed in with one-anna istarap. 

A. — ^They do not pay any material stamp. 

Q. — ^Is it a faii'ly common practice for one man dealing with another to 
acknowledge a debt by writing in the man’s account book? 

A.— Yes. 

Q. — Such contracts do not come under the Stamp Act. The account 
book is not subject to stamp duty. Is it not? 

A. — ^They do not pay any duty if it is proved by the account book. 

Q. — ^If the contract is put in a piece of paper, they have to pay stamp 
duty? 

A.— Yes. 

IF— 15 
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Q. — Do you think that the penalties of the Stamp Act are unduly 
sovei-eP 

A. — I do not think so. I do not think there is any particular complaint 
about that. 

Q. — ^You have made a special study of the succession duties? 

A. — I cannot say that. There have been proijosals in this Piesidencj’ for 
introducing succession duties. There is actually a Bill drawn up two or three 
years ago. Mr. Wild, who is now District Judge at Poona, drew it up. 

Q. — Do you think that the Coui-t-fees Act wants pretty thorough 
revision ? 

A. — Yes, certainly. The Bill has been introduced in the ^Vssomhly 
and it has been referred to a .select committee. It had previously been sent 
to the Local Governments for criticism. 

Sir Percij Thompson. Q. — It is only the law that they are going to 
revise, and not the rates? 

A. — ^Yes. At the same time they want to introduce the same probate 
foes throughout India. 

Q. — There is nothing to pi-evont any Local Government from introdu- 
cing its own Court-fees Act? 

A. — ^The Court-fees Act is now in force in all the provinces, and it 
can bo amended in the local Councils with the sanction of the Government of 
India. 

The Pi'csident. Q. — Does the High Court’s power to fix fees extend only 
to original jurisdiction P 

A. — ^Yes. It applies only to the ordinary original jurisdiction of the 
High Court. 

Q. — Do 3 'ou make advocates pay a stamp duty in j-our High Court? 

A. — They have to pay Es. 500 on enrolment. 

Q. — ^^Vhen ho appears? 

A. — No. He is in the same position as a barrister. 

J)r. Paranjpyc. Q. — No val-alatnama? 

A.— No. 

Q. — Do 3 ’ou charge any fee in magistrate’s courts for filing the memo- 
randum of appearance? 

A.— No. 

Q. — ^You do not recognize that? 

, - A.--No. We have vakalutnamas. 
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9th Jane 1925« 

BOMBAY. 

Present: 

Sir CHAiii.iis ToonuNixn, ic.c.s.i., i.o.s.j President. 

Sir Bijay Chand Mautab, g.c i.e., k.o.s.i., i.o.m., Maliaiajftdliiraja 
Bahadur of Burdwan. i 

Sir Pebcy THostrsoN, k.b.e., o.b. 

Dr. 11. P. PAK.VNJrYF.. 

Dr. L. K. HydeUj m.e.a. 

Mr. A. N .STTRVE, M.B.C., Bomhay, was gKamined* 


Written memorandum of Mr. Siirve, 

Q. 1. — Inadequate and unreliable. 

Q. 2.— No. 

Q. 6. — ^Yea. 

Q. 8.— No. No. • 

Q. 10. — ^Negligible. ' 

Q. 12.— No. • j 

Q. 13. — bare return. 

Q. 15. — prefer (2). 

Q. 16. — ^Yes, in shape of bottorment tax, provided irrigation does not 
load to damage to land. 

Q, 17. — In hhoti tenure the hhot is bonofited, 

Q. 19. — ^Locality benefited should boar the incidence. 

Q.'21. — ^That ivould depend on the con}inodity, for instance, salt ivhich 
no man can do without. Tax would be involuntary and cannot be ex- 
cluded. 

Costly wine can fall in the other category. 

Q. 22. — ^To taxes on commodities ivhich are not necessaries of liie, 
the classification maj' bo extended; but there too distinction will have 
to bo observed, o.g., tobacco, though strictly speaking, not a necessity, 
figures as in the case of a labourer and without it his efficiency may be 
affected. 

Q. 23. — ^\\'^here the consumption exceeds moderation or the legitimate 
needs, the view may be accepted. 

Q. 24. — ^Tax upon entertainments, o.g.j cinemas, theatres, etc., caus- 
ing dissipation luay be unobjectionable; but amusements inducing efficiency, 
o.g., holiday outings, are objectionable. 

Q. 25. — ^Yes; entertainments and raihvay journeys in cases of the rich - 
who indulge in them as mere luxurie.s are unobjectionable. Yes, provided 
there are bona fide respecters of religious or customary prohibitions. 

Q. 27, — Yes. 

Q. 28. — Yes. 

Q. 29. — ^If taxation is equitable, it is immaterial whether it is direct 
or indirect. 

Q. 33. — ^No, provided small incomes are exempted. Investments in 
securities, dividends, etc., such as would not drive away capital or would 
kill industrial or commercial enterprises. 

Q. 35.— Yes. 
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Q. 36. — ^Yes. 

Q. 37. — Continuiiiico favoured. 

Q. 38. — No. Yes. 

Q. 40. — Tlioorefcically, it would bo fair. 

Q. 42. — Illiteracy would prove an obstacle. vStatidardiKcd forms are 
issued by income-tax dopartmout; tlms in practice, a form is in existence. 

Q. 43. — Unnecessary. Sufficient provision to safeguard fraud exists. 

Q. 44.— Yes. 

Q. 47. — ^Yos; provision for refund prevents undue taxation, 

Q. 49. — A few may bo sul)jcclcd to excise. 

Q. 50. — It would 1)0 impracticable, where articles are jiot sufficiently 
graded, c.g., salt, n.atchos, cloth used by the poor, wlicat, hajri, etc. 

Q. 51. — In the Bombay Presidency salt is used as manure and for cur- 
ing iish also. Its use is not conlined merely to cooking. With extensive 
sea coast its yield can bo limitless. Unless all other sources fail, salt 
maj' not be resorted to for taxation. 

Q. 54.— No. 

Q. 61. — ^'Iho Bombaj’ Presidency has adoj)tcd i)rohibition as its goal. It 
is to bo attained univci’sally and as quickly as possible. 

V 

Q. 62. — ^Bombay claims from Central Government Imlf of income-tax 
as its .share j if that is conceded, less of excise revenue can bo made good 
out of it. 

Q. 63. — Dalton’s statomeut is not ubsolntcly true: beyond a certain 
limit prices .could not be raised for fear of illicit practices and lack of 
control over foreign liquors. 

Well’s statomeut — Consumption of liquor in foreign countries is not 
considered immoral. In India its consumption is considered immoral, 
llovonuo from that source is considered tainted. It is favoured there on 
account of its suitability for taxation. 

Hobson — ^Hero per capita consumption is so low as 5-1 drachms; 
thoroforo it can hardly bo considered an article of luxury indulged in b.v 
all. Nor is it detrimental to public order, there being only 3,762 cases 
of drunkenness during 1923-24. 

Jones — In this Presidency the object u«s mere revenue without any 
idea of doliborate discouiagomcnt. 

Stamp — There is hardly any direct tax .which the Bombay labourer pays. 

Stamp — ^Alcohol is not taxed in Bombay with tho idea that it is tho 
root of grave social evil. 

Q. 64. — It falls short. For tho sake of revenue, alcohol should not 
bo perpetuated. But if prohibition proves impossible, alcohol may be 
taxed to keep it under control. 

Q. 65. — They are already too high in tho Bombay Presidonc 3 ' — ^tho limit 
is almost readied. Owing to increase in still-head duty, country liquor 
is suffering in competition with cheap foreign liquors. Variety is employed 
with the object of controlling consumption and on administrative considera- 
tion, o.g., proximity to foreign or State territories. Uniform rate will 
not leave olasticitj' — so necessary' in excise administration. 

Q. 66. — ^It is premature to say so, but there arc indications in that 
direction. 

Q. 67. — ^Restricting foreign liquors would be the proper course. If 
that is not feasible, local produce should enjoy same facilities as foreign. 

Q. 68.— Yes. 

Q. 70. — ^It is (already heavily taxed under tree-tax and vend foes 
regulated by biddings at auction. 

Q. 71 . — ^Yes. They appear to bo based on grounds of adniinistrativo 
control. 

Q. 72. — ^Here monopoly system is diacontiniied. 

Q. 73. — ^Is productive of more revenue. 



Q. 74. — ^Barring a fow privileged licenses and even their cases, vend 
fee is charged on upset basis : the bids at auctions fetch more than mono- 
poly prices. The ligures for 1902 and 1922 will bear out this state- 
ment. 

In- Bombay city license lees inay be i-occived in instalments instead 
of in a lump sum. This suggestion, if accepted, would increase rei'onue. 

Q. 75. — Administrative considerations load to differentiation in duties, 
it appeal's. 

Q. 78. — ^If tariff as a retaliatoi'y measure is to bo out of consideration', 
it should bo confined to few articles in common use. 

Q.‘ 87. — ^Any of these are not advocated for imrposes of substitution. 
The Bombay Presidency has adopted tax on entertainments and is contemplat- 
ing tax on betting as additional source of revenue. 

Bombay City ilunicipality is empowered to ta.x advertisements, and 
it taxes motors and bicycles under the name of wheel tax. 

Some municipalities in the mofussil tax pilgrims. Eailway travelling is 
also taxed. 

There is a tax under the name of wharfage fund, but its object is 
to promde facilities out of its proceeds to passengers on ferry steamers. 

Q. 89. — Collections from stamps should be limited just to paj’ for costs 
of courts. Dispensation of justice should bo as cheap as possible and with- 
in the means of the litigants. 

Q. 90. — If duty is moderate, it will not act in restraint of trade. 

Q. 92-. — Grant of license to play music in streets and other licenses 
issued by the iiolico in the City of Bomb.ay. 

Q. 93. — Uighor charge, out of sheer necessity, may be considered legiti- 
mate in this Presidency. 

Q, 94. — Speaking for the Bombaj’’ Presidency, ‘no’. 

Q. 98. — Partly. 

Q. 99. — AVhero fluctuations in prices arc influenced by world demand 
it is unavoidable. But where they are duo to speculation or manipula- 
tion, it is avoidable by legislative action. 

Q. 100. — No. It is possible to ascortuin agricultural income. In its 
absence holdings are fractionized and if introduced, it would increase the 
evil. 


Q. 101. — No. Legislative moasuro. 

Q. 102.— No. 

Q. 106.— No. 

Q. 107. — ^Not necessary. Yes. 

Q. 108. — Octroi results in making the incidence on the poor heavier 
than on the rich; therefore it is uns.atisfnctor}' to that extent. 

In its eagerness to increase Tovenuo house and land tax is immoderately 
increased, therefore it is unsatisfactoi-y. 

Land cess is less unsatisfactory. 

Q. 109. — Criticism is true. 

Q. 110. — Perhaps owing to want of bettor substitulo.s. 

Q. 111. — If proceeds are appropriated towards spread of education, their 
maintenance may bo tolerated. ' 10 miles. 

Q. 112. — It is not I'ight, but owner is likely to shift the burden on the 
occupier in any event. 

Q. 114. — Section 143 of the Bombay City Municipality Act states 
exemptions. Refunds and drawbacks are permissible in some cases. 

Q. 117. — If funds permit, two-thirds and four-fifths of total expenses 
to municipalities and District Boards would appear ideal. 

Unconditional, but subject to supervision in respect of proper utili- 
zation of money granted. 

Half and two-thirds are given at present, more is necessary. 
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Q. 118. — ^No, especially in mofussil. 

Q. 136. — (c) preferable. 

Q. 141. — ^Liappropriate. 

Q. 144. — No, by the valuation put forth by the party concerned. 

Q. 149.— No. 

Q. 150.— Yes. 

Q. 151.— Yes. 

Q. 156. — No. Yes. Equally. 

Q. 166.— No. 

Q. 168.— No. 

{N.JL — These answers are given in the light of knowledge rf, and 
the conditions prevailing in, this Presidency.) 


Mr. Snrve gave oral evidence as follows 

Dr. Ilijdcr. Q, — In answer to Q. 13, you say that Governniont should 
make a bare comiuorci'al return. How will you apply this to irrigation 
schemes in the Deccan? 

A. — Government should realise only a commercial return on the irri- 
gation schemes in the Deccan, 

Q. — That means that the raf^c,-! .should be raised. 

A. — In the Deccan at present the rates realised give a return, of about 
2 to 3 per cent on the capital cost. The agrictilturists receive less return, 
as the water-supply is not sufiicient, and they would not get a commcnsuralo 
return for any higher taxation that they may ho asked to jiay. Therefore 
in the Deccan that principle cannot bo applied. 

„ Q. — Is it not a fact that sugarcane is largely cultivated in the Deccan 
and people make very good profits out of this cultivation? 

A. — That was so during the war boom. Sugarcane does not yield 
good profits now. 

Q. — The area under .sugarcane cultivation has not diminished. 

A. — ^But there is a fear that it will bo less remunerative. 

. Q. — Has there been any diminution in the extent of land under sugar- 

cane cultivation since the termination of the War? 

A. — So far as 1 am awaro it has not yet dimini.shed ; hut I think the 
tendency is towards curtailment. Another point whidi I wish to bring to 
your notice is this : in Sind we are getting more than 6 per cent return on 
the irrigation works. YHiat is lost on the irrigation works in the Deccan 
can be compensated for by irrigation works in Sind. 

Q. — Then you wish to treat the iirigation schemes of th inovincc as 
one whole? 

A. — ^They are as a matter of fact one wliolo. 

Q. — If you suggest that what is lost in the Deccan can be made u]) in 
the returns" on irrigation schemes in Sind, will not the Sind people object 
to subsiding the works in the Deccan? 

A. — The point is that the Government cannot ask for more return on 
irrigation schemes in the Deccan because the schemes are faulty. -They are 
not quite as suitable as they are in Sind. 

Q. — It is not the fault of the Government that there is not an Indus in 
the Deccan. 

A. — ^Though there is not an Indus, there are small rivers, 

Q. — ^It costs more to construct a canal or a reservoir in the Deccan* 
than it does in Sin.d. 

A. — ^1 do not know anything about that. 

Q. — Please turn to Q. 15. Your aim is to charge a fair commercial 
profit; and you do not like these other alternatives? 

A, — I do not like the other alternatives. 



S59 


Q. — ^Have you got any experience of irrigation affairs in SindP 

A.— No. 

Q. — ^Will you please explain what a hJioti tenure isp 

A. — There are different kinds. Under the old Government certain people 
made agreements with them and took up the lands for cultivation. Those 
persons again distributed the land themselves and assessed the land making 
a certain profit for themselves. This kind of tenure is prevalent in the 
Eatnagiri, Kolaba and Thaua districts. So far as khotl tenure is concerned 
it win not come in the way of irrigation proposals. 

Q. — So, you will delete thisp 

A.— Yes. 

' Q. — ^Do you approve of a tax on saltp 

A. — No. I have stated that it should be the last article that should 
be taxed. 

Q.— What you mean by saying that; “That would depend on the com- 
modity, for instance, salt which no man can do without.” 

A. — It has been urged that under indirect taxation people can regulate 
the consumption of an article according to the taxation — flight or heavy — 
imposed on it. I say that it is not true in the case of salt. The point 
involved there is the difference between the effects of direct and indirect 
taxation. 

Q. — ^You say tobacco is a necessity P 

A. — ^Yps; to labourers. 

Q. — ^Do you suggest that if a labourer does not use tobacco it will im- 
pair his efficiency P - 

A. — ^Yesj as a matter of fact tobacco is consumed by labourers in one 
form or another. 

Q. — ^Do you think that tobacco is as necessary as saltp 

A. — No; I do not elevate it to that level. 

Q. — ^Are you in favour of taxing all theatres and cinemas and other 
kinds of entertainments also? 

A. — At present we are charging almost all sorts of entertainments. All 
public ontei-tainments to which admission is by ticket are taxed. 

Q. — Suppose a Sardar in the Deccan or a rich merchant celebrates the* 
marriage of his daughter or son and arranges a music party, would you 
like such entertainments to he taxed? 

A. — ^There must be the element of payment of money. I would like to 
tax even such entertainments as they are of a dissipating nature. 

Q. — ^Do you think cinemas also are of a dissipating character P 

A. — ^Yes. 

Q. — You iniglit nave read m ihe papers about the proposal of the G.I.E. 
Railway people to utilize cinemas for educating the people and carry a 
cinema outfit in die train, to which tlie cotton people also have offered help. 

A. — Cinemas have an educative value. But where it is only intended 
as an amusement there is .the element of dissipation. In Bombay these are 
places of dissipation. Therefore I say they should he taxed. 

Q. — Do you mean to say that there is more dissipation such as drink- 
ing at the theatres where peo'ple meet than in the actual performance P 

A. — Drinking is practically out of the question in places like cinema 
theatres. But when so many people congregate in a close atmosphere like 
that of a cinema theatre it affects them physically. The effect is not 
exhilarating. 

Dr. Paranjpye. Q. — Which would you prefer a tax on entertainments or 
a tax on tobacco? 

A. — A tax on entertainments. 

Dr. Syder. Q. — Wliy should you single out the rich for taxation with 
regard to railway journeys? 

A.— Because they can bear the burden. 
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Q. — Travelling in liiglior classes forms part of the standard of living 
of rich men. It is a necessity' to them. Why should you tax it? 

A.. — I have given a qualified answer. If the journey is on commercial 
business, I would not tax them. If it is for more pleasure, I would lax 
them. 

Q. — ^It is very difficult to ascertain as to when they travel for pleasuie 
and when they travel on bus'uess. 

A. — My idea is that they generally travel for pleasure and very rarely 
on business. 

Dr. Faranjpyc. Q. — You have read often in nowsimpers that the third- 
class passengers pay far more than the cost of carrying them, while the first- 
and second class passengers do not pay enough. Consequently do j'ou think 
that there is a good case for increasing the first and second class fares? 

A. — Yes; you can put it that way. 

Sir Percy Thompson. Q. — In answer to Q. 43, you think that the publi-' 
cation of income-tax returns is not necessary as there are sufficient safe- 
guards. On the other hand, the Chainher of Commerce do not recommend 
a higher rate of income-tax, because they think that there is evasion. 

A. — There is very little fraud. Evei-y man sends his return and the 
income-tax is a.ssc.ssed on that. Now a days, very few people escape being 
taxed to the full value. 

Q. — ^Is there no such thing as making a false return? 

A. — ^Tho man who makes a false return runs the risk of being prosecuted. 

Q. — Is the danger of being prosecuted a serious one? 

A. — Respectable people do consider it so. 

Q. — Have you hoard of any such prosecution? 

A. — So far I have not come across one. 

Q. — I think the J-.sk is extremely slight. 

A. — So far Governmeut have not been able to prove that there is evasion. 

Q. — Though Government have known such cases, tho.v have found them 
difficult to prove. 

A. — I do not know of such cases. 

Q. — Referring to your an.swcr to Q. 47, you think that it will be 
advisable to adopt the English .system of assessing on three years’ profits. 
There were at times very serious complaints with regaixT to this system on 
the ground that under it people had to pay more, if the income was not 
constant. 

A. — No. Under the Indian system if my' income falls below the amount 
for which I am taxed I can claim refund. 

Q. — I shall give .you an example. Supposing that in one year you make 
Rs. 1,50,000, in the next Rs. 1,00,000 and the next Rs. 50,000. You are 
assessed in the next year on Rs. 1,00,000. 

A. — ^In that case, if mj' income falls below the amount for which I am 
assessed, I can at the end of the year claim refund. 

Q. — ^I do not think you can. 

The President. Q. — On the .subject of excise, you say tliat alcohol is 
not taxed in Bombay with the idea that it is the root of grave social evil; 
that it is not deter iinental to pul lie order; that it can hardly be called a 
luxury. Why then is it taxed? 

A. — For the sake of revenue. 

Q. — ^If drinking is not detrimental to public order, why do you wish to 
suppress it? 

A. — Because it is against Indian susceptibility. We consider it as im- 
moral and that is why we object to it. 

Q. — Do you think it practicable to secure prohibition? • 

A. — ^That remains to bo seen. Personally I do not think it practicable, 
unless the consumer himself is convinced that drink has evil effects. : 
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Z)r. raranjpyc. Q . — You sny that drinking is considered immoral in 
India and that it is considered as a tainted source of revenue. Do voii 
know that there are some people im- India like the Sikhs who would never 
consider drink immoral? 

A. — I do not know. 

Q- — ^Excuse me for saying that your own community draw toddy and 
thej' do not considei- it immoral. ' - 

A. — ^It is not the hereditary profession of my community. Even they 
feel that it is an article that should not be consumed. Several orthodox 
people of my community, after they return home, take their bath, perform 
worship and then take their meals. jNIy community looks upon it only as a 
source of living. 

Dr. Jlyder. Q. — ^They first break the law and then expiate for it? 

A. — They' do not draw toddy for their own sake. There is a demand 
for the article and moreover they have to make a living.' They have taken 
to this calling only because it aft'oixls them a living. 

Q. — Tliore is a demand and if the State suppress it, it will lead to other 
comjdications. 

A. — ^AVe have been agitating that State should introduce prohibition. 
'Che question is whether it can be possible to keep under control people who 
have already' got that craving, because in the Bombay Presidency there 
are various considerations. There are foreign States and Indian States which 
are not likely to suppress this evil. All people who have got a craving for the 
article can go _to_ those territories and satisfy their craving. Another thing is 
that illicit distillation can be carried on on a large scale, because the 
formation of the country is such that it gives room for such practice. 

The President. Q. — In spite of reduction of consumption by 20 per 
cent, there are more prosecutions for excise offences .p 

A. — They can he counted in hundi’eds. But that increase is not very 
considerable. For instance, in Poona city, there have been a large number 
of prosecutions for illicit sale on account of the fact that the shops were 
closed on Sundays. After this experience, the department has allowed the 
shops to ho kept open throughout tlip-week. 

Dr. Paranjpi/e. Q. — ^Do not you think that the policy of prohibition 
would 1)6 regarded by your community as an infringement on their occu- 
pation ? V 

A. — No; I can tell you that hardly 5 per cent of my people are engaged 
in this occupation. 

Q. — ^A largo number of peoj)lo of your community who have made large 
fortunes in this profession will feel it as an encroachment on their here- 
ditary occupation. 

A. — ^I do not think so. 

The President. Q. — ^Here T have got certain official .statistics relating 
to the prohiljition policy in America. The value of property seized is 
Bs. 3,4.5,00,000; the total number of years of imprisonment for offences 
in one year comes to 2,781 ; the total value of forfeitures is Bs. 1,. 5.9, 00, 000 ; 
the total cost is 76 crores of rupees. 

A. — I quite follow what you have read out._ AAHien the resolution for 
-prohibition was under consider.atioii in our Council, it was T who Inoved that 
20 years should be the period for reaching the goal of prohibition. I know 
it cannot be brought about in a day. 

Q. — ^You do not advocate simply prohibition on paper? 

A. — Certainly not. 

'Q. .'W’e are concerned with the revenue. If this revenue is abolished, 

we must replace it by some other so u'ces of revenue. 

A. — Yes. 

Q. — If prohibition proves imi>ossible, you will not regard this revenue 
as tainted? 

A. No. Still I shall consider it as an undesirable source of revenue. 

Q. — ^You .suggest that license fees should he received in a lump sum, 

A. — ^In instalments, 

vi-te 
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Q. — It lias been suggested tliat a great deal o£ revenue would bo derived 
if the Government owned the places of vend. Do you agree P 

A. — ^Tliat was a rGCOiniiiendation made by one Excise Committee that 
preceded tlie last one. I do not know why Government should not have 
adoiited that. I am not sure if it would increase revenue, but it would do 
away with a lot of trouble which is experienced at the time of changing sites 
of shops. ^ « 

Q. — In reply to Q. 87 you say “Bombay City Municipality is empowered 
to tax advertisements”. Under what law? 

A. — The amending Act — ^Bombay Act VII of 1921. Under that Act 
they are empowered to tax advei-tisemonts. I think at present the 
advertisements on the postsj etc., are taxed. My impression is that the 
municipality gives the monopoly to one man and collects the tax from him. 

Q. — There is difference between letting out the right to put advertise- 
ments on municipal property and taxing private advertisements. 

A. — I do not think that posts aro municipal property, I think the 
municipality is empowered to tax advertisements on private property also. 
Perhaps they liavc not yet given effect to the provisions enacted in 1921. 

Q. — ^With regard to Q. 92, do you think that a higher fee might be 
charged for a license? 

A. — I .say that it is made a source of profit, which ought not to bo 
the case. 

Br. Paranjpye. Q. — ^Is not playing music in the streets a kind of luxury? 

A. — Suppose a poor man has to celebrate a marriage; if he employs some 
sort of music according to his station in life, I do not think it is a luxury. 
But in some cases, where the.y use different kinds of music, perhaps it may 
be a luxury. . 

The, Mdluirajadhiraja Hahadtir of Buuhmv. Q. — In reply to Q- lOOj you 
say “No. It is po.ssible to ascertain agricultural incomes. In its absence 
holdings aro fractioned: and if introduced, it would increase the evil.” 
What is the evil you refer to? 

A. — The evil of fractionisation. 

Q. — You say “oven in its ahsence holdings aro fractionised”. 

A. — Yes. even to-day the holdings aro fractionised when income from land 
is not taxed. 

Q. — ^And you think that ascertainment of agricultural incomes would 
make the evil of fractionisation worse than what it is at present? 

A. — Yes. If you imjiosc 'income-tax on agricultural incomes, certainly 
the evil would become Averse. 

Q. — Therefore, jmu deprecate it on the ground that fractionisation of 
holdings AA'ould increase? 

A. — ^Yes. 

Br. Paranjpye. Q. — ^You think that if a man is getting Rs. 3,000 from 
land, he would give away Half of his land to somebody else in order to escape 
income-tax ? 

A. — Yes. 

The President. Q. — In reply to Q. 108 -you say, “In its eagerness to 
increase revenue, hou.se and land-tax is immoderately increased”. Surely the 
rates cf house-tax in the municipalities of the Presidency are very' low. 
Are not they? 

A. — ^I should not think so, 

Q. — ^Do tHey come to 7i per cent? 

A. — In the mofussil, the letting value of the property is very low 
therefore, the increase in tax would lead to the raising of rents and the 
people are 'too poor to bear them. If you compare the rates in India with-- 
the rates in some foreign countries, you might consider the rates here -very 
low. But India is a poor country and the incomes the people get are very 
small. Therefore, I do not think that the rates in the municipalities here 
are inadequate. 

Q. — ^They seldom reach 10 per cent, 
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A. — do not kno-w that. But Bombay municipality charges 11^ per cent 
as general tax, as water tax and 3 as lialalkhore tax; in all 18i per cent. 

■ Q. — ^And in England they often reach 100 per cent. 

A. — That may be. I have no , knowledge .about that. 

Q. — ^You say that the octroi is a had tax because it falls on the poor. 
What is the corresponding tax you would put on the richer classes in the 
towns, for instance, siiopiieepers, moiiey-ieiiders and so on:' Would you 
impose a profession tax on themp 

A. — ^Yes, certainly Some municipalities are considering that point. 

Dr. Paranjpye. Q. — ^IVith regard to tobacco you say “(c) is preferable’’. 
Now the question is “Would you advocate the prohibition of ivholesale and 
retail sale except under license P Jf so, which of the following systems would 
you adopt: — 

(a) to give contracts for monopoly of retail vend for fixed areas’’ ; 
You do not like that. Then, 

“(b) to limit the number of licenses and sell them by auction;” You 
3d not like that. Thirdly, 

“(c) to issue licenses to all apiilicants on x^ayment of a moderate 
fixed fee”. 

You like that. You know that tobacco dealers are of different kinds. 
A man may bo getting Bs. 5 a year iroiii the sale ot hiris, while another 
man may be getting a lakh of rupees from tobacco dealing. Now, would 
you have the same kind of fee for bothp 

A. — You are sxieaking of hypothetical cases. I do not think there will 
be any case of a man getting a laldi of rupees from the sale of tobacco. 
I am talking of the Indian tobacco. 

' Q. — ^AU kinds of tobacco. AVould you have a common fee for all kinds P 
Would that not hit the poor man very much? 

A. — It does not very often happen. What would be the license feep 

Q. — ^Whatever it is, would it not hit the smaller man very much? Sup- 
pose it is only a rupee. It would hit the man who’ is getting only Rs. 5 
from the sale of bins more than* it would hit a man getting a lakh of 
rupees. Take the case of Macropolo and Comxiany, for instance. 

A. — ^You should not consider such cases. 

Q. — Take the case of a shop in Budhavarpet in Poona getting, - say, 
Es. 1,000 a year and take the case of a small dealer in the village wUo may 
bo getting liorhaps Annas 8 from the sale of the hiris. 

A. — ^My idea is that the fee should be nominal. I have no intention to 
make it a source of income. 

Q. — ^^Vhat do jmu tliinlc about the first proiiosal “to give contracts for 
monopoly of retail vend for fixed area” ? 1 he idea is to divide the Presi- 

dency into a certain number ot areas — say, half of a taluk or even a quarter 
of a taluk; sell the right of vend by auction; and nobody would be allowed 
to sell the tobacco except the monopolist. 

A. — Are you going to restrict the iiricesp 

Q. — ^Probably under the contract system they will be restricted. 

,, A. — In the case of excise the man has a right to sell at any price. 

Q. — That is only within the last six or seven years. Before that even 
the iirices were fixed. Now supxiose as a condition of the license, the man 
is required to sell the tobacco at a fixed rate; and with this condition as 
well as certain other conditions, the 'retail vend is auctioned. 

A. — ^You may not find many bidders. 

Q. — In the beginning it may be somewhat difficult. But in course 
of time and more especially in bigger toAvns, you may get a large amount of 
money. 

A. — ^I- think the experience in the Bombay Presidency is otherwise. There 
have been several complaints. 
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Q. — Jn the Jjoinbay iminicipality, tlie tobacco bhops take out a liceubc 
and you know the inunicipality does Jiot got much revenue out of it, whereas 
the underlings get a lot of money. But .suppose cortatn conditions are im- 
posed and the municipality sells by auction the right to sell tobacco. Don’t 
yoci think, that it will got a largo amount of revenue from this source? 

A. — If you are going to enforce these conditions you may get it. 

(J. — So with tliese conditions, you would favour the monopoly of retail 
vend P 

A. — ^Yes. 

Q._\Vith regard to death duties, you remembor that the Primary Edu- 
cation Committee of this Presidency recommended them as a possible source 
of revenue in order to pay for the cost of compulsory primary education; 
and tlie Excise Committee also have referred to them. If you are in favour 
of introducing compulsory primary education or in favour of a policy of 
prohibition to he reached in the course of twenty years, you naturally con- 
lemplatc meeting the expenditure or making up the loss of revenue by 
imposing death rlutic-.. 

A. — Our idea is to got a half share of the income-tax. 

Q. — For that, the Goveimmont of India will have to be moved. But at 
anj- rate, there must be some additional source of taxation if you want to 
embark on new policies. 

A. — ^IVe have actually raised the local cess. 

Q. — But Government will have to pay something under the Act. 

A. — Government have put the enlcrtainmenfs tax and they have tried 
to raise some new taxes this year but we did not allow them to do so. 

Q. — Then you will have to go withmit i>rohibition or elemoaitury edu- 
cation. 

A. — That is to l)e seen. 

Q. — So you are entirely opposed to death duties? .Now you are an 
advocate of the interests of the poor man ; and these death duties will hit 
only the rich man. Incomes of Es. 5,000 or Es. 10,000 may bo exempted. 

A. — 'What are y ni going to do with, tlie joint Hindu family .system? 
If the Hindus arc to iie taken into account. J think, we must not, at this 
stage, thinlv of these death duties, unless wo come to some practical solution 
of the difficulty. 

Q.— dlut would you be pretjared to consider and arrive at some practi- 
cal solution of the difficulty? Let us try and see what can bo done. Do 
yo^^ think that the death duties are a possible and fair tax? 

_ A. — I have not j’et .come to that line of thinldng. 

Dr. llydcr. Q. — Are they not a good tax? 

A. — According to mv notions, they are not. Because in India, you 
have to take into account the Hindu Law of Succes.sion. 

Dr. raranjpye. Q. — At any rate, every Hindu when he dies leaves 
some property either actually or potentially. There is a certain ascertainable 
share left by him. 

A. — His heir will obtain letters of administration or a succession certi- 
ficate or take out a probate. In that case ho will pay a' certain duty. 

(J.— Unless there is a will to be proved, he does not need to pay anj’- 
thing. 

A. — Suppose he has to recover a debt? 

Q. — Only if there is any difficulty in recovering it. In the case of land 
he does not take any kind of certificate. Ordinarily, a man succeeds to the 
laud without recourse to any court._ Excoi^t in the case of Christian, Pai’see 
and perhaps a fcAv other communities, people of other conununities generally 
escape any kind of contribution to the State on the parsing of property. 
Don’t you think, therefore, that death duties are a reasonable source of 
taxation? They will hit only the rioh and not the poor. - 

A. — ^In that case they may be considered. 
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Mr. J. GHOSAL, C.I.E., I.C.S., M.Jx.C., Conumissioner of Excise, 
BomTjay, was next examined. 


Written memorandum of Mr. Ghosal. 

Q. 23. — Yes. Iiiimoclerate smokers and drinkers do contribute heavily 
to taxation. Every smoko or drink is not necessarilj' a luxxiry. Ei moder- 
ation it niaj' be a nccossitj'. Immoderation in the use of smoko and drink 
is a Inxiuy. 

Tlio taxation docs impose an economic burden on the conununity 
as a xvliole to a certain extent a.s the majority of immoderate drinkers 
are mill-hands and factory workers, and the present high taxation on 
li(juor which ai)Sorbs a considerable portion of their wages is followed 
by a demand for higher wages, which is reflected in an increase in 
the prices of the commodities produced by them. The increase eventually 
falls on the commnnitx' as a ivholo. 

Q. 25. — It is a well-known fact that classes which are by religion 
and custom prohibited from taking intoxicants do resort to such intoxi. 
cants. It would, therefore, be fallacious to exclude the excise revenue 
from consideration when estimating the bxii-den of taxation on these 
classes. 

Q. 32. — As my Department has nothing to do with these taxes, I 
have no opinion to offer. 

Q. 48. — (1) Excellent theoretically. But the difficulty lies in the fact 
that a very few of such items would result in full taxation of the poor with- 
out touching the rich. 'I’here can be no graduation in such taxation. 
For instance, the excise duty on^salt and the customs duties on matches 
practicallj' touch all classes, but 'though falling heavily on the poor are 
a bagatelle to the better classes. , 

(2) This is only theoretical. In practice that ideal “point” cannot 

be discovered or acted upon. For instance, mo.st workmen s^jend, say, 

a fair portion of their income on liquor. Jf the cost of liquor is increased 
gradually in order to tap this wastage, then 1 feel sure that the work- 
man will still drink ahnost as much by trenching on other necessities 
and so impair his efficiency. I admit that there is a happy medium, 

but it- is niost difficult to locate. Extra taxation in . my opinion affects 
more the 'moderate than tlie heavy drinker. It is difficult to make any- 
one moral against his wishes, unless simxdtaneously we take adequate 
preventive, measures. In the case of liquor, for instance, we are en- 
couraging illicit practices to an alarming extent. * 

(3) I agree. 

Q. 49 . — 1 have no suggestions to offer. It seems to me that in such 
cases the distinction between the two duties is more or less arbitrary. 

Q. 50. — ] presume this refers to both necessaries and luxuries. 'V^^^at 
is a luxury to the poor may be a necessity to the rich. We cannot 
altogether ignore this factor. In juy Innnblo opinion, it is also extreme- 
ly difficult to distinguish between necessities and luxtiries, and I am not 
altogether in favour of taxing necessities according to income. Coming 
to the concrete case of tax on wliiskj^. The proposal to tax higher the 
bettor grades of whisky seems prima facie sound, but there arc certain 
practical difficulties. It is not easj- to decide -what is a higher grade 
whi.sky. We can only go by price. This means that we impose simply 
an ad ralorcw duty. Experience .shows that there are various means of evad- 
ing such taxation to the full. We can levy customs on the declared 
value, but we cannot always compel the trade to sell at a minimum 
rate for each grade. Besides, as_ a rule, the better the whisky the more 
wholesome it is, and the less it should Tm penalised. I would much 
rather tax heavily the unwholesome cheaii liquor. 

Locally-manufactured tobacco is not consumed by the wealthier classes, 
and I have, therefore, no remarks to offer. 

Q. 61. — Governmoni has already accepted the proposition that total 
(irolubition should be the goal of their policy. 

Q. 62. — I am not an advocate of total ]irohibition in the immediate 
future, simply because 1 do .not consider that it is a practical propo- 
sition in India, unless every province and Indian State combined. 
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In tlio Bombay Presidency, according to my estimate, by total iJrolii- 
bition -wo sliall not only Jose lour crores ol direct revenue, but we must 
incur two crores at least ol additional expenditure on preventive establish- 
ment. J see no prosiiocts of securing so much extra revenue without 
economic revolution. In my humble oiiinion, the best way of making 
ui) for the loss is liy introducing local option, and asking the ‘areas’ which 
want to go dry, to make up, as they think best, the loss of revenue 
and extra expenditure involved. 

Q. 63. — I agree to the statements made in the extracts from Dal- 
ton, Bullock, Hobson, Jones. 

Q. 64. — The policy in Bombay advances the policy whicli I would 
approve. If anytJiing, it is rather in advance. 

Q. 65. — Tlip present rates of .siill-hcaa duty iirevailing in this province 
have been arrived at after a deal of consideration and are voi-y suit- 
able. Owing to differing local conditions it is not feasible to introduce 
a uniform late. 

The rates cannot cei-tainly be raised any further. It is for serious 
consideration whether in view of the steady increase of illicit distil- 
lation it might not bo necessary to lower the rates in the near future. 
'J'his Presidency is also so surrounded by and interlaced with Indian 
btates with lower rates of duty that it is necessary for us to modify 
our rates according to the variations in these States. 

Q. 66. — For the last two years there has been no increase in the 
rates .of still-head duty, but the increased license fees realized in auc- 
tions together with the limited supply duo to the rationing system have 
raised the price of liquor and so given an incentive to illicit produc- 
tion. 

Q. 67. — Locally-made imitations of foreign liquor are unable to com- 
pote under iiresont conditions with cheni> foreign spirit, and so some 
reduction in the rate of duty is necessary. Reduction to the rate of 
Rs. 17-8-0 per proof gallon is now under contemplation in this Presidency. 

Within the Presidency, such liquor is given the same freedom of 

transport as foreign liquor. 

Q. 68. — In that case, unless there was co-ordination amongst the 

different provinces, the same kind of liquor would have to iiay different 
rates of duties in different presidencies and varj’ in iirice. This would 
entail serious complications and be unfair to the trade. There is no 

harm, however, in imposing a small supplementary duty. 

Q. 69. — I have no suggestions on the point, but the only solution 
seems to be that in case of export a refund should be granted, and 
the imiioi-ting province shoiUd lovj' its own duty. This is sure to result 
in many evasions. 

Q. 70. — Toddy is adequately taxed in this province. The rates of 
tree-tax are shown in Appendix D to tho Administration Report of the 
Excise Dejiartmeut for 1923-21. The rates vary according to tho local 

conditions. Licenses for tho sale of toddy are disposed of by public auction. 
Tho incidence of taxation on toddy is sufficiently high having regard to 
its 'alcoholic content. 

Q. 71. — ^As the conditions in every iirovince vary, the rates vary too. 
Each province tries to get as much revenue as iiossiblo out of these drugs 
consistent with discouraging this habit. Tho rates of duty are fixed as high 
as it is possible to do, without driving tho people to illicit practices. These 
conditions vary from province to province, and so the rates must 
vary. 

Q. 72.-^It is as satisfactory as it can possibly be under present cir- 
cumstances. 

Q. 73. — ^Yes, very satisfactory, as tho auction system which at present 
prevails in this Presidency brings more revenue than any previous system 
and has taken away a fair share of tho surplus profits of the licensees. 

Q. 74. — Reduction in tho number of licensees must put up tho value 
of those Avhich remain. Ah licenses aie purchased in open auction, tho 
ordinary laws of supply and demand must prevail. In this Presidency, 
this has been accentuated by the system of rationing. As soon as a 
limited supply is available for a particular area, a monopoly is created at 
once. 
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75, — ^With tlie oxcoptioii of Burma, it may bo possible to arrive 
at a^ greater measure of uniformity, as the difference in tbe rate of 
duty between the remaining provinces varies by. a few rupees only. 

' Q. 70. — ]sro. I have no experience on this point. 

Q. 77. — ^Yos, an ^increase of establishment is necessary for the control 
of smuggling. 

The Government, whose revenue^ is affected by such smuggling, must 
take the necessary steps to prevent it. 

Q. 87. — ^The only taxes which I would advocate and even so only to 
a moderate extent are — 

Armorial bearings. 

Betting. 

Entertainments. 

Motor cars. 

Foreign tourists. 

Q. 92. — The only fees levied b.y my department are license fees for 
the sale of excisable articles, a nominal fee for tobacco licenses, which 
is recovered on behalf of the Bombay Municipality, and a vend fee on 
foreign liquor. There are no other fees in which an element of taxa- 
tion appears so far as my departmc-ni; i.s concerned. 

Q. 120. — 1 have no criticism to offer. 

Q. 121. — 1 agree to the statement that a tax on tobacco is more desir- 
able than a tax on salt. Without exhaustive enquiry I am not prepared, 
however, to admit that it can be administered at very low cost. The 
precautions necessary for taxing the produce of Indian States imported 
into British territory might require a large initial if not recurring ex- 
penditure. 

Qs. 122 and 123. — Owing to the wide prevalence of cultivation in 
India and the Indian States and the immense possibilities of smug- 
gling, the system described at Q. 122 (2) seems the only course practicable. 

Q. 124. — No limitation of cultivation is necessary if the system at 
Q. 122 (2) is adopted. 

Q. 125. — No answer is required as I do not advocate an acreage dut3'. 

Q. 126 . — J am not prepared to answer this question. 

Q. 127. — Yes. To a certain extent with the employment of a large 
preventive staff if the system outlined in Q. 122 (2) is adopted. 

Q. 128. — I am unable to say. 

Q. 129. — ^No. The best plan would be to insist on all tobacco being 
placed in bond, after which a certain amount could be given to the culti- 
vator as free tobacco. It would be veiy diiScult to control cultivation 
for domestic consumption when mixed up with tobacco grown for sale 
to the State. 

Q. 130. — ^As I have advocated the system at Q. 122 (2), I am of opinion 
that the State should pay for the tobacco as soon as it is taken over 
from the cultivator. 

I am in favour of a warehouse at each taluk headquarter, attached 
to the. hutcheri under the supervision of the reveiiue authorities. 

Q. 131. — I do not advocate this. 

Q. 132. — No definite suggestion can be made. It will depend on the 
system adopted. If a State monopoly is "established, then an ad valorem 
duty would be^ the best. If there is no monopoly, then the duty may 
be fixed by' weight, but as the quality of the tobacco varies so greatly, 
different rates will have to be fixed for different areas. 

Q. 133. — ^As I have advocated the system of taxation mentioned at 
Q. 122 (2), an ad valorem duty wouldv in my opinion, be easily leviable, as 
the value of ' the tobacco would be ascertainable on purchase by the State. 

Q. 134. — I have no definite information to give on these points. 

Prim a facie, the increase in manufactured tobacco is due to the 
growing habit of S77ioking a77d to the preference for cigarette to birfs. 

Indian cigars are ofte7i all of inferior quality and cannot compete 
•^th foreign pro'diice, when diity is by weight. and not ad valorem. 
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In tlic case of a Government nionoi)oly, except for an increase in 
price, tliei'e would he 7io adverse effects to the cigar trade so far as can 
be seen at present. 

Q. 135. — I liave no information to give on these points. 

Q. 136. — Yes. In order not, to raise the price of tobacco too much, 
the system at (c) would probahlj' be tlie best. 

Q. 154.— In excise, the duty is credited to the province of consump- 
tion and not to the province of production. 

At present the Govei-nment of India takes the revenue derived from 
the duty on foreign spirit and opium, and the Local Government takes 
the vend fee. The full revenue from country spirit is provincial, also 
the revenue from hemp drugs. , The revenue derh-ed from tariff-duty- 
paid Indian spirit i.s also provincial. The Central Government derives 
quite enough of revenue fi-om foreign s])irit, and I am of opinion that 
the present arrangements should not he disturbed. 

Q. 155. — The Government of India already takes the full duty on 
imported tohacm. If an Indian duty on tobacco is levied, it should go 
to the Provincial Government. 

Q. 166. — In this Presidency the conti-act system of supply is in force 
only in Gujerat. For the rest of the Presidency the supply ' is 
departmental. As the departmental supply system gives greater profits 
to Government, I advocate its extension. 

Q. 169. — The hreaking-up of these establishments has cau.sed extra 
expense to Government, because in certain tracts, two establishments 
have to be maintained where formerly one set of officers did the work. 
It is too early to say whether the separation has i-esulted in decrease in 
efficiency. For the sake of uniformity the customs arrangements at the 
minor Continental ports may be taken over by the Customs from the Salt 
Department. 

Q. 170. — If a tobacco tax is imposed, I am of opinion that the ad- 
ministration should he entrusted to the Revenue Department. 


Htv. Ghosal gave oral evidence as follows 

The President. Q. — You are the Commissioner of Excise, Bombay? 

A. — ^Yes. 

Q. — ^In reply to Q. 23, you make rather an interesting comment. You 
say, “The present high taxation on liquor Avhich absorbs a considerable 
portion of their wages is followed by a demand for higher wages which 
is reflected in an increase in the prices of the commodities produced by 
them”. 

A. — ^Yes; I am only stating facts. I know that a good deal of wages 
is absorbed in drink and that it does react on the general question of wages 
and on the community in general. 

Q. — Do you think there is truth iii the converse argument that when 
you introduce prohibition, wages will fall and consequently the price of 
cotton cloth will be reduced? 

A. — If real prohibition is introduced; to that extent, I dare say. the 
reduction would be possible. Biit other factors would be coming into oper- 
ation. If absolute prohibition is introduced, so that the labouring classes 
could do without drink or its substitute, then it might he possible that 
their claim for wages would bo le.ss. 

Dr. Syder. Q. — Surely wages are governed by what the labourers them- 
selves ijroduce. 

A. — Yes; and also what thej’ can live on. 

Q. — Even if this element of liquor is eliminated, other factors would 
come in tlie forefront and they might demand high wages. 

A. — Yes. for instance, if they turn out better work. 

The President. Q . — Have you any evidence of decrease in efficiency 
on account of drink? 

A.— Ho. 
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Q. — For instance, is there a large failure to attend at the mills on, 
Monday morning p 

A. — I have heard complaints about that; especially after the pav-day 
many people do not attend, for instance, in Ahmedahad. 

Q. — ^Have you any figures to sliov that? 

A— No. 

Q. — ^In ansirer to Q. 48(2) j’ou say, “It the cost of liquor is increased 
gradually in order to tap this vastage, then I feel sure that the work- 
man will still drink almost as much by trenching on other necessities and so 
impair his efficiency”. 

' A.— Yes. 

Q. — ^Tou admit that there is a happy medium? 

A. — I say it is more theoretical than practical. The question says 
that there is a certain _ point where we can just touch and it will all 
be to the good. That is a difficult point. If really a man is inclined 
to drink, he will rather whste ' more money on drink than on other neces- 
sities. 

Q. — do not understand why the Excise Committee hold that increas- 
ing the price by higher taxation would not check consumption. That is 
one of the propositions which the Government did not accept. That means 
they do not propose to increase the still-head duty further. 

A. — ^We have reached the limit of taxation. 

Q. — ^But at present you relinquish the control of prices? 

A. — Yes. 

Q. — ^You leave it entirely to the licensee? 

A.— Yes. 

Q. — And through the rationing sj’stem you give him a very close 
monopoly over the small quantity he gets? 

A. — ^Yes. 

Q. — ^And that monopoly is so valuable that he bid another 19 lakhs for 
. it last year? 

A. — Yes. 

Q. — So that the effect of the system is to drive the retail price up 
to the highest point possible? s 

A. — ^Tliere is a limit to that. This year we had a loss. The amount 
realized at auction fell this year. 

Q. — ^But the tendency is to raise the price. 

A. — ^Yes. But you cannot raise it beyond a certain limit. The Govern- 
ment argue that they have practically reached that limit and further 
raising will lead to illicit distillation and malpractices. 

Q. — can understand your controlling the price; but the point is 
about the still-head duty which stops a long way short of the price. 

A. — ^But the shopkeeper makes his profit by raising the price still 
more. He wants something to live on. He says, “I am going to make 
up my usual thousand rupees on this small quantity”. 

Sir Pcrc7j Thompson. Q. — Suppose you have 100 gallons; you cannot sell 
more than 100 gallons. The still-head duty is so much. Surely what 
you are going to say is, “I am going to charge for these 100 gallons 
the maximum price I can possibly get”. And then you charge such a 
price that the still-head duty becomes insignificant in comparison with 
the profit you can make. 

A. — But the price has already gone tip so high that the licensee 
cannot raise it any more. 

Q. — Supposing his ration is 100 gallons and supposing he can charge a 
certain price for it. Surely he can charge much more with a ration of 50 
gallons than with a ration of 100 gallons. 

A. — ^The people who drink it cannot pay more than a certain amount. 

Q. — ^The .demand may fall. Don’t you subscribe to the doctrine that 
if there is a shortage, up goes the price? The effect of your rationing 
is that the price goes up. 

A. — ^But the other factor is that they can get it otherwise too, 

VI— 47 
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The President. Q. — Yovu’ present price is made np of a fixed part and 
a variable part — the still-head duty aird what you take by auction. Is 
it not desirable that the fixed part should form a large proportion of the 
whole? Your variable part may be influenced by all sort of circumstances. 

A. — It does not make much difference. If we fix a low still-head 
duty, the licensee might sell at a higher price and give more license fee, 
otherwise, the net profit must be comparatively low and the fee less. 

Q. — Has your attention been called to the system they tried in Bengal, 
by which the still-head duty is raised with each additional quantity taken 
from the distillery? 

A. — do not know about that. It might be practicable to work 
it under certain conditions. 

Q. — It is an automatic system of rationing. 

A. — ^After all, last year we sold 40 per cent less than what we did 
four years back. We are already so much handicapped that there is not 
much scope for this system. 

Q. — Control of prices was formerly the leading feature of the Bombay 
system ? 

A. — It was. Still it was given uiJ when the axictioning sj'stem came in. 

Sir Percij Thompson. Q. — If control of prices was necessary before ration- 
ing, it is all the more necessary after you have rationing. 

A. — Yes. If 1115 - personal opinion is wanted, I am rather in favour of 
reducing the dutj'. I think the time has come when we must do some- 
thing in order to reduce the prices. 

The President. Q. — ^Actually j’our duty is less than in several other 
provinces. 

A. — That may be so. Still the dutj' need not -be so high. If the 
duty be less, the licensee can afford to pay more fee. I think the license 
fee looks after itself. 

Q. — ^Actxmlly it is Ils. 15 in the Punjab as aga'inst your Rs. 10, I 
am not saying that it is a wise policy, but they actually have a duty 
nearly 50 per cent liigbor. 

A. — ^They have no rationing and can sell as much as they like. 

Dr. Hydcr. Q. — In the Punjab the ])osition is that the sturdy Punjab 
peasant says, “I am going to make the liquor myself and I shall see 
who prevents it”, and he does it. Hei-e the situation may be otherwise. 
Your view is that ixrices ai'e so high that there is illicit consumption and 
therefore you want reduction of prices. It i-eally comes to this, that the 
policj' of Government, “maximum of reveime and minimum of consump- 
tion” is a failure. 

A. — I say that this is difficult with rationing. I admit that to a 
oei’tain extent it is a failure. 

The President. Q. — ^You are not going to alter the price at a-hich 
the monopolist sells his liquor to the consumer. He has a limited quantity 
of a hundred gallons. If he is going to get maximum revenue, how can you 
prevent him charging what he likes? 

A. — That is why I say that the only solution is to have the maximum 
price. In fact I have recommended in one or two places that the 
maximum prices .should be re-introduced where illicit distillation is bad. 

Q. — With regard to Q. 48(2), yon think we are encouraging illicit 
practices to an alarming extent? 

A. — That is a fact. 

Q. — Actually your excise crime has doubled now. 

A. — ^Yes. This is a special report which I got from the Collector of West 
Khandesh on this year’s administration report. You will see from this report 
what is actually happening. 

(A copy of the report was handed to the President for perusal.) 

Q. — ^Do you consider that you have got your jails full of Bhils who 
are mostly illicit distillers? 

A. — AYe tried every plan wo could Avith these Bhils and found it 
impossible to stop this illicit di-stillation. If Ave fine them, they- pay the 
fine; if we send them to jail, they do not mind going to jail. Therefore if 
really does no good. 
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Q. — Can you say if the rationing policy is really causing an increase 
In the cost of jail administration of your Presidency f 

A. — I do not think so, because a good deal of the punishment consists 
of fining and' that adds to the revenue. 

Dr. Dyder. Q.— You have got this state of affairs in one district or 
in a number of districts? 

A. — Yes, but specia]l 3 - in Khandesh. < 

Sir Percy Tlwmijson. Q. — Do j-ou think a report like this supports 
the view that public opinion in India is in favour of su 2 )pressing the 
drink traffic? 

A. — The Bhils do not mind going to jail or being 2 )unished for this 
offence, because they think they are doing the right thing. Their public 
opinion is in its favour. 

Dr. Dyder. Q. — ^You mean it is the Legislative Council people who 
know nothing about the Bhils are legislating for Bhils in a manner of 
which they do not approve? 

A. — ^Not only that. Legislation b\' itself may be an excellent thing. 
I think we are trusting too much to it to bring in i^rohibition. The 
fact is there is no public iiroi)aganda to back up the legislation. 

The President. Q. — Does j'our dejjartinent get any help from ijublic 
men ? 

A. — Never. There are no public bodies who do real temperance work. 1 
think there arc a few scattered societies doing spasmodic work. 

Q. — You say that. “In the Bombay Presidency, according to my esti- 
mate, by total ijrohibition wc shall not onlj' lose 4 crores of direct 
revenue but we must incur 2 crores at least of additional expenditure on 
preventive establishment'’. 

A. — Yes, that is ni.y estimate. 

Q. — You see no' prospect of securing so much extra revenue without 
an economic revolution? 

A. — 1 calculated the present cost oT our ineventive staff as 25 lakhs and 
therefore I put it at ten times more whicli will amount to two crores of 
rupees. This amount is not easy to raise by taxation. 

Dr. Paraiijpye. Q. — You saj’ illicit excise crime has increased, due to 
the rationing sj’stcm, but wh.y has it increased even in places where the 
ration has not been taken up? '*■ 

A. — iNIj’ theory is this, T may be wrong, that the rationed figure will 
never bo louched. The point is that this year wo may have a ration 
of 100 gallons, and the licensee sells 90 gallons this j-ear. Next year the 
ration ;s reduced to 90 gallons. Tin, shopkeeper saj-s. I am going to make 
the same jirofit as I did on 90 gallons. Ho calculates that he is going to 
make the full profit by selling not the whole, but 75 gallons. He does not 
sell more than 75 gallons. INIj’ theoiw is tliat the actual consumjition never 
touches the ration. The fact that the ration has not beeJi taken up is lio 
real test at all of the demand. * 

The President. Q, — His principle would be, “I will raise the price 
to the maximum that people can paj'? 

A. — ^Yes. , 

Dr. Paranipye. Q. — ^You would then advocate retail sales by Govern- 
ment Officers? 

A. — T say we should reduce the price, that does not mean that 
Government should sell themselves. 

Q. — Suijposing the rationing .sj-stom is to be continued and you do not 
want i^eople to make exorbitant pi’ofits bj' raising ijrices too high and thus 
driving people to illicit distillation. Government might have liquor .shops 
of their own. 

A. — .That is not necessary. All that you have got to do is to have 
maximum price. 

Q. — Is it not difficult to enforce, owing to corruption? 

A. — Tt is. Tt is open to corruption, there is no doubt about that. 
On the one hand, there is the question of malpractices j when there is 
so little to be sold, the question is which is the lesser of the two evils. 
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Q. — TJie best thing -wonld be for Government Officei's themselves to sell. 

A. — ^Do you think then there will he strict honesty in that? What about 
the corruption among the subordinates? 

The President. Q. — ^You contemplate reducing the duty on locally-made 
foreign spirit? 

A. — ^It has been reduced to Rs. 17-8. 

Q. — Then that is practically the same as on country spirit? 

A. — ^Not quite. In Bombay, country spirit is paying Rs. 7-12 per gallon. 

Q. — ^Bombay is the highest. It is Rs. 11 per proof gallon. 

A. — I think so. 

Q. — ^You have still got 11 different rates in force? 

A . — 1 thought there were more. 

Q. — ^If j'ou reduce them all to proof gallons, it comes to Rs. 11. 

A. — It may be. 

Q. — That is more than in any otlier province in India. 

A. — I think the conditions in this Presidency are quite different. 
They vary very much, because Ave have so many Indian States, all with differ- 
ent rates surrounding us that ive have got to be guided bs' them. 

Q. — ^When j'ou have no maximum price and monopolistic sale, does 
the duty make much difference? 

A. — ^It does when the neighbouring States are selling at a lower price. 
There is a certain amount of rii'alrj' between those areas. 

Q. — ^Have you got an 5 ' mutual arrangements ivith the States? 

A. — Oh yes, Avith a large number of States Ave haA’-e got mutual arrange- 
ments. 

Q. — ^With some of them you lease? 

A.— Yes. 

Q. — ^You tried the rationing system with some of the States, and 
they objected. They do not care to follow yqur policy? 

A. — Yes. It is agreed that there should be no rationing in the States. 
Where there is no lease, Ave have a shopless zone or an agreement as to 
the stiiyiead duty. 

Q. — Is it true that they are making considerable profits out of your 
policy ? 

A. — Yes. 

Q. — In some cases liquor revenue forms very considerable part of 
the total income of the State. 

A. — Quite true. 

Q. — As a matter of fact thiee quarters of the total income sometimes. 

A.— Yes. 

Q. — They will never give it up in order to co-operate AA’ith your 
policy ? 

A. — Probably not. It is for the Government of India to look after 
that. 

Q. — The transference of jmur Political DeiAartmeut to the Government 
of India makes it still more difficult? 

A. — ^Yes. 

Q. — ^With regard to Q. 68, you say there is no harm, lioweA’^er, in imposing 
a small supplementary duty on foreign liquor? 

A.— No. 

Q. — ^HaA'e you not raised the pass^^^fee? 

A. — ^Yes, AA’e have. 

Q. — It is no longer small? 

A. — It is only Rs. 1-8 per dozen. 

Q- — It Avas fixed as a license fee? 
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A. — have doiibled the liconso fee in the case of foreign liquor, not 
the pass fee. 

Q. — ^Tho pass fee is that taken from everybody.? 

A. — Yes. 

Q. — ^Including xjrivate importers? 

A-.— Yes. 

Q. — I thought it was imposed as a vend fee. 

A. — Call it anything you like, but it is the same. 

Q. — ^If it is a vend fee, you should not impose it on the jirivato 
importer. 

A. — May be. 

Q. — ^In Q. 69, you say, “the onlj' solution seems to bo that in case of 
export a refund should be granted.” 

A. — ^Yes.. 

Q. — ^You say this is sure to result in many evasions; have you any 
experience of such evasions? 

A. — ^Yos, as_ regards our pass fee a fair amount of liquor comes from 
other Presidencies which you cannot always touch. 

Q. — Otherwise you would have to have a preventive force right round 
the border of the Prc^idcacy. 

A.— Yes. 

Q. — In the matter of tai'i, may I i-ead to you a remark that was made 
when the Indian iCxtise Committee tame here in 1906? ‘‘In the districts 
of Sholapur, Bijapur, Dharwar and Belgaum, where the consumption of 
toddy is higlmst, the number of trees tapped has decreased in the last 
fifteen j'oars by nearly 50 per cent, while the license fees have risen by 
over 100 per cent and the reported yield per tree has risen in a like 
degree in spite of succc.ssivc years of drought. Thus the higher recorded 
consumption appears as the result of tapping only half the number of 
trees used in the years before the famine period. The average incidence 
of taxation per tree tapped amounts to Bs. 6-15-9 and the average selling 
l)ricc per gallon Re. 0-5-0 which at the average reported yield (18 gallons) 
IS less than the taxation”. Looking at the figures for the same districts 
now, I see the same sort of variation in the average yield per tree. You 
see the average quantit 3 ’ of iari jumps from about 15 to 30. 

A. — ^Thc aA'orago per tree in the statement is the yield? 

Q. — It is the quantity shown bj' the shops. I see you say in your last 
report there is a lot of illicit tari being distilled in which case it does not go 
to the shop, but from the large yield per tree, it seems that more trees are 
being tajqjcd than pay duty. 

A. — I’he conditions sometimes suggest something of that nature. There 
are other reasons also for this, for instance, in Sholapur a largo number 
of trees was tapped, but suddenlj' the demand fell and they could not 
sell' the fai'i and so they did not caiTj’ on the tapping x)rocess. Cases of this 
sort happen owing to plague, etc. 

Q. — ^Hayo you got a sufheiont staff to jjatrol all these trees and make 
sure there is no illicit taiiping? 

A. — No, I have been hoAvling for extra staff, 1 do not know when wo 
arc likely to get it. 

Q.— On the question of duty on drugs, conditions vary' from province 
to province, but haA’’o they not come noAV almost to a level? 

A. — ^Hero again, the same considerations applj'. The fact that wo have 
got Idts of States surrounding us makes a lot of difference. 

Q. — ^I moan on drug.s. 

A. — On drugs the duty is all one. 

Q. — There is nothing to prevent you having one rate all over India? 

A.-y-Well, it depends upon many other factors. We find our consumijtion 
is getting more or less steady. Wo have alreadj’ raised the duty from 
Rs. 17-8 to Rs. 22. Wo find there was a slight reduction and it has gone up 
again last year. 





Q. — ^You got Rs. 2,000 increase last year? 

A. — Yes, five years ago it vras Rs: 49,000. 

JDr. Uyder. Q.- 7 -D 0 you think it is a practicable scheme to have one 
rate for these drugs all over India? ' 

A. — It may he possible, T think. In our province ve are trying to 
check the consumption. Anyhoiv, Rs. 22-8 is about the average as far as I 
remember. 

The President. Q. — With regard to Q. 77, you say the Government 
whose revenue is affected by such smuggling must take the necessary steps 
to prevent it. 

A. — ^Yes. The Government of India should contribute a share of the 
opium revenue. 

Q. — Aren’t you disputing it? 

A. — I said that the Government concerned are interested too. 

Q. — Supposing a lot of smuggling mas going on through the Central 
Provinces into Bombay, would you not send your officers to oimrate in 
the Central Provinces? 

A. — But they must take the responsibility; it is to their interest also. 

Q. — Do you want that the Government of India .should appoint special 
C.I.D. officers to do this Avork? 

A. — ^IVhy .should they not trust us to do it and give us a proper share 
of the profits accruing to Government? 

Q. — Supposing they have information of habitual smuggling going on 
from Malwa through the Central Provinces into Bombay, Iioav are they 
going to protect you? 

A. — We have co-ordination already: besides they have a thaggi depart- ‘ 
ment. 

Q. — We had an officer from Burma who came over and started these 
separate provincial Excise bureaux. It was not intended that there should 
be a central co-ordinating department: that fell through. We were told 
that the United Provinces are not interested in stopping tlie illicit sale of 
opium by the cultivator, because it is the Government of India’s 
business, and Bengal does not bother aboitt it, because it goes 
through Bengal to Burma and it is Burma’s business to' stop it. It is 
not anyl)ody’s business to look after inter-provincial smuggling. 

A. — I think Ave Avork harmoniously, so far as this Presidency is 
concerned. 

Q. — You are on the bordei's, don’t you need protection? 

A. — We need protection; at cue .same time Ave afford protection too. 

Q. — ^You Avould not like the idea of a central co-ordinating office? 

A. — That is moi-e or less an Intelligence Bureau: it is all right as 
long as AA-e have our oAvn staff to look after our interests. Our Intelli- 
gence Bureau Avorks in harmony AA'ith the rest of the Presidency. 

Q, — ^W^oAild you like to lend a man, for instance, to co-operate with 
Burma? 

A. — There may be a joint concern. There is no harm in it. 

Q. — ^You say you collect the license fees for the sale of exciseable articles 
and also a duty on tobacco on behalf of the' Bombay Municipality. How 
is it that the Excise Department controls the duty on tobacco? 

A. — It has a long history. The tobacco tax Avas first regularized under 
the Regulations in 1827 : it Avas levied eimn before by Government. The 
Bombay Municipality then urged that they had not enough income and 
that Government ought to give them some extra revenue : the income from 
the tobacco tax Avas given over to them in 1856. It was originally a pro- 
vincial tax. In 1857, the present Tobacco Duties Act AAms passed. Un- - 
fortunately, it Avas called a municipal duty and that is a mistake. The 
municipality said that it was entirely a municipal tax and GoA'ernment 

said it Avas not. In 1858, Government told the municipality that as 

they had enough income they Avould not give them the tobacco duty any 
moi-e and from that year the tax aauis kept for the Government of 

Bombay. The municipality again urged that they Avere very hard up 

and so in 1866 Government again ga^m them the income from the tobacco 
tax. In 1909, Government said that they Avere going to repeal the Act 
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as they did not' want it as a provincial source of revenue and they did 
not want the odium of collecting it and offered to allow the. municipality 
to levy the duty if they liked. _ The municipality said that they did 
not want to do anything of the kind, that it should he levied as a pro- 
vincial tax and that the income should be given to them as heretofore. 
That is how it stands. 

Q. — Haven’t the m\uiicipality some staff actuall.y to collect other 
town duties? 

A. — T don’t know, but they frankly said that they would be heavy 
losers if they undertook the collection of the tobacco tax. 

Q. — ^Prom j'our experience of collecting the tobacco tax, do you think 
it would be practicable to collect a similar tax in other towns? 

A. — think so: the cost of collection will not be very heav 3 ^ In 
the Bombay’ city, the cost of collection is about Rs. 70,000 against an 
income of Es. 4,85,000 in 1924-25. 

« Q. — Do j’ou think it would be practicable to collect a tobacco tax in 
i-ural areas? That would xiractically be an octroi? 

A. — There is also a shop license. 

Q. — ^Don’t you bond the tobacco? 

A. — ^IVe charge Rs. 7-8 a maund for all tobacco brought in. It may be 
possible to do it similarlj’ in rural areas. 

Q. — ^Whj' don’t you auction the shojis? 

A. — That will only raise the price of the tobacco. 

Q. — You can get more revenue. 

A. — It may be so, but some of the shops only sell hiris to the poor 
people. 

Sir Percy Thompson. Q, — Can anj’bodj' .start a tobacco shop? 

A. — A license has to be obtained and we generally limit the n\nnber. 
We have 5,000 licenses in the Bomba.v city. 

The President. Q. — ^^^^lat is ,vour fee for a license? 

A. — It is one rupee, only a nominal fee. 

' Dr. Paranjpye. Q. — It is .su{jposed to be a great prim'lege to get these 
licenses? 

A. — They make good profits. 

The President. Q. — As regards a general tobacco lax, your sugge.stion 
would he a Government monopoly? 

A. — ^I ought frankh’" to saj- that I have thought ovei' this matter a 
good deal. 1 suppose you* are aware that in 1917 Mr. Lej' came over 
from the Government of India- to make enquiries about this tobacco 
tax. The question of acreage and bond was then considered, the 
whole que.stion was thoroughly thrashed out and we found that a tax could 
not be imposed economicallj'. I believe the jjaijers are with the Govern- 
ment of India. 

Q. — ^^Vas the question of vend monopolies considered? 

A. — I do not know about it; I have not got the papex-s. 

Q. — Oji the subject of the division of tlie proceeds of taxation, jmu 
say that, “the Central Government derives quite enough revenue from foreign 
spirit and I am of oxjinion that the present arrangements should not be dis- 
turbed’’. Supposing it were part of a general arrangement beginning 
with the division of income-tax, would it not benefit the provinces? 

A. — It would give us a quid pro quo : there would be no harm in 
that. Theoretically, I should saj' that, when you put a tax on an article 
which is entirely' local produce, it ought to go to the Local Government. 

Q. — Practically, the .supplj- of spirit is at present a Government 
monopoly ? 

A. — ^Yes: we have onlj^ one contractor in Godra : the rest of the 
Presidency is supplied from three distilleries. 

Q. — ^Is not Khanapur going to be closed? 

A.— No. 
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Q. — ^Did the breaking up of the Salt and ISxcise establishments cause 
a lot of extra expense? 

A. — Yes: the last budget shows an extra Rs. 40,000 for the Excise 
Department. 

Q. — ^What about the result? 

A. — ^It is too early to say: we have only just started the experiment. 

Q. — It would considerably ha\'o decreased the numboi- of men you had 
on preventive work. 

A. — Especially the higher officers, i.o,, the .supei vising .staff, have been 
reduced. 

Q. — ^Is not that a great danger, especially under present circumstances? 

A. — That is the real point at issue; T am a great believer in super- 
vising staff. 


Mr. H. B. djAY^TOTir, I.C.S., riltuiiciral Comuiissioner for 

'the City of Bombay, was nest esaminecl. 


Written memorandum of Blr. Clayton : — 

Q. 106. — I am disposed to agree with the distinction indicated in 
broad hues. 

Q. 107. — The scheduled taxes are ordinarily adequate but special cases 
must be mot in a special manner. The levy of .specified taxes .should not be 
imperative. 

Qs. 108 and_ 109. — Octroi should bo abolished as it is the subject of 
constant peculation and complaint from the trades affected. Whore suitable, 
a non-refundable town duty may ho .substituted. ITouso and land cess aio 
not inequitable and should ho continued. T do not think that tlie objections 
which apply to octroi should apply to a light terminal tax. ^ I have actual 
experience of the evasion of octroi duty but not on a very 'extensive scale. 

Q. no. — Octroi has been retained in many cases owing to the unwilling- 
ness of the people to submit to a more direct form of taxation. This 
unwillingness no doubt still exists but it should not be encouraged. 

Q. 111. — Tolls shoidd ho abolished. If they aie to bo retained, they 
.should he at intervals of not less than 10 miles, and should only ho upoii 
the principal roads where the traffic is comparatively heavy, aiid they are 
worth collecting. No toll-gate should bo allowed at any plat'O where the 
revenue is less than Rs. 10 per day on an average. 

0- 11§. — ^Yes, the owner is able to shift the burden of the tax on to the 
occupier. 

Q. 113. — do not consider that the English system of giving the local 
authority power to impose an unlimited rate on the annual v.alue of land 
and buildings is a success or should bo copied in this country.^ Some 
limitation on that power is noimally necessary. T know of no instaTice 
where such limitation has indxicod local authorities to have recourse to less 
desirable forms of taxation. 

Q. 114. — See Section 143 of the Bombay hfunicipal Act. T have no 
comments. 

Q. 115. — The policy by which land is rated on _ the revenue which 
it actually ijroduces is the only sound one. Theoietically, the policy of 
rating land on its under^eloped value may seem desirable, but results in 
difficulties which are very considerable. 

Q. 117.— Grants from general Governinent revenues^ to local bodies 
should ordinarily be conditional on a ])roportionate expenditure^ by the local 
body towards the same object. The amount of the local contribution must 
vary in individual cases and ordinarily' amount to at least half of the total 
amount involved. 

Q. 118. — If any grants are made except on the condition that the local 
authority undertakes at least an equivalent expenditure, there is no 
assurance that the money will be reasonably and economically' expended. 
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Mr. Clayton gave oral evidence as follows 

, T1i 6 P'rssidcnt. Q. 'You are the Municipal Commissioner? 

A. — Yes. 

Sir Percy Thompson Q.— In answer to Qs. 108 and 109, you condemn 
the octroi and you saj* that, ‘where suitable, a n on-refundable town duty 
may be substituted,” What do you mean by a town duty? 

A. — ^It is a form of transit duty. 

Q. — Like a terminal tax, levied on goods entering by road or by rail- 
ivay? 

A. Ly every way, so far as it is leviable at a profit. In certain cases' 
it would not bo leviable. at a profit by road. 

Q. — I take it that your general view is that both octroi and terminal 
taxes are essentially bad and, while you cannot get rid of them entirely 
they oiight to be gradually replaced by some form of house tax or some 
other direct tax. 

A.— A terminal tax is, in my opinion, preferable to octroi, but in 
principle it is not defensible. 

Q. — Theoretically, at any rate, is not the terminal tax worse than octroi? 

A. — It is theoretically. 

Q. — Suppose you were able to get rid of the corruption in octroi and 
get it to work really like a business machine, would not octroi be preferable? 

A. — I have known a certain number of instances in which octroi has 
been levied, but I have never seen it levied in such a way as a matter of 
practice; so I take it that the difficulties are such that the condition of 
things you suggest is not practicable. But where it is pracBcable, I admit 
that theoretically, octroi would be more equiiable. 

The Maharajaclhiraja Bnhadnr of Bnrdmon. Q. — ^Wlien you say that 
you would prefer a terminal tax, I take it th’at you prefer the kind of 
terminal tax which is prevalent in Northern India, say, in Amritsar. 

A. — I do not know Amritsar, but I know there is a similar kind of 
tax levied in Karachi. 

Q. — ^I iiresume that you do not contemplate a terminal tax, similar 
to what we have in Calcutta on passengers. 

A. — do not know how it is worked. 

Q. — ^Tt is added on to the railway ticket. 

A. — Bj-esumably a season ticket is exempt. In Bombay where we parti- 
cularly wish to encourage people to migrate to the country, it would be absurd 
to put a tax on them when they come to Bombay every day. You only want 
to tax a stranger. 

Q. — In Calcutta the idea was to get more money for the Improvement 
Trust and I think that probably season tickets were exempt. YTien you 
refer to a terminal fax, I think it is really a kind of octroi which has not 
all ihe intricacies and inconveniences of an ordinary octroi. 

A. — The worry about that appears to me to be that you^ are definitely 
making it expensive for people -who are going through a city; the same 
difficulty applies as in the case of octroi. 

Sir Percy Thompson. ' Q. — ^In reply to Q. 113, you say that you “do 
not consider that the English system of giving the local authority _ power 
to impose an unlimited rate on the annual value of land and buildings is 
a success or should be copied in this countrj'.” What would yon do in 
England if you do not levy an unlimited rate? 

A. — That I do not know. The result of levying an unlirnited rate in 
England has been that local administration is extraordinarily expensive. 
That is the result of giving them these powers. 

Q. — The fact remains that they have to perform^ certain functions and 
they have to raise certain funds to meet that expenditure ; it is left to the 
electorate to see that their representatives are not extravagant and. .‘f they 
are extravagant, to turn them out at the next election. 3 do not know that 
it can work perfectly, but I cannot see what other system you can. have. 

VI— 48 ■ 
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A. — My roiiiarlcs ivere to the effect that it was not a system suitable 
for introduction in this country. I said that “I do not consider that the 

English system is a success or should he copied in this connti’y.” , I 

am afraid that my oxperionec of England is comparatively limited, hut one 
docs feel, when local taxation runs up to 25 shillings in the £, that there is 
something radically wrong. H ought not to ho so. 

Q. — I suggest it to you that, when the cost of everj-thing that the 
local authority does goes uj) to three times what it was, you must raise the rate 
of taxation three times in order to got the same funds to meet the ex- 
penditure. 

A. — I quite see the difficulty. 

Q. — Supposing you were to limit the local aiithority to raising a rate of 
10 shillings in the £, you corlainls' would ho forcing them to impose some 
other hind of tax which might not be desirable, 

A. — Or they might .S 2 icnd less. 

Q. — There is a certain minimum which you cannot liclj) spending. 

A. — The question is whether that minimum has not boon exceeded in 
England. From the small knowledge T have of England, I am emphatically 
of opinion that it has been exceeded, simply because tho local authority 
had the power to go beyond it. 

Q. — Every possible attempt has boon made to curtail expenditure, but 
they have not succeeded in curtailing it vorj' Jiiueh. When you get to tho 
point of scavengers’ striking for a pay of £4 a week, wheroas_ tho pre-war 
rate was 18.s., you must cither leave tho streets uncloancd, or raise^tho rates. 

A. — The point is, that, when you accustom people to receive more, they 
won’t bo satisfied with less. T was tho first pci-son to discover that in 
Bombay. Wo began to put in asphalt roads in Bombay and I found that 
we were driven to tho noccss'ty of putting them in places where wo should 
not have put them otherwise. 

Q. — It seems to mo that, in India, tho result of your limitation in tlio 
case of house tax, is that if tho tax does not raise enough funds to perform 
the services, tho soiu ices are left in an inefficient state. 

A. — That is perfectly true in certain cases. 

Q. — Is that a desirable state of things? 

A. — ^It is not desirable, but are there a largo number of cases where 
the local bodies concerned have worked ui7 to their limitation and found 
the necessity for more funds? 

Q. — I do not know about tho necessity for funds, but they have simplj 
left things undone which they ought to have done. 

A. — The limitation can bo raised by a competent authority in such 
cases, but my i^osition is that tho advancement of local self-government in 
India at present is not such as to warrant the power of unlimited taxation 
being placed in tho hands of tho local authority. 

Q. — One characteristic that strikes mo ns prevalent in India is tho 
aversion of tho local authorities to put up rates; they would rather leave 
the services un 2 )orforined than raise, tho rates, whereas in England the incli- 
nation of the local body is to raise tho rates. 

A. — ^That may be true in certain instances. I know of a municipality 
where I think no Muhammadan pays any tax under any circumstances 
whatever. 

Q. — How does he avoid it? 

A. — Tho governing body happens to bo mainly composed of Muham^ 
madans : so they do not pay. The Hindus pay, that is all. 

Hr. Uyehr. Q. — ^But how is it that a certain class of people get out 
of their taxes? 

A. — ^It is just shown as arrears. My statement is intended to bo 
exaggerated, but the taxation of one pai’ticular community is very much 
heavier than it is on another. Under those circumstances, I suggest that 
it is not equitable or safe to allow unlimited powers of taxation to tho 
local body. 
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Sir Percy Thompson. Q. — WitTi regarfl to grants-in-aid, you don’t think 
that they should he in excess of the expenditure by the local authority on 
that particular service? 

A. — I know that certain exceptions must he made, hut I think, 
that should he the standard rule. 

Q. — ^W’^ould you attach a condition to give the Provincial Government 
power to withhold the grant if the service did not reach a minimum state 
of efficiency? That is the English s 3 ’stem (I am referring to education). 

A. — ^A sj’stem of education cannot be built up in one, two, three or four 
years. It takes some time, and Government would he perfectly justified in 
saying ‘ ‘we have given you half your cost for five years : unless you improve 
within two years, we hereby warn jmu that we will withdraw the grant.” 
That will be jjerfectly reasonable. . 

Q. — ^You might adopt a system they have in England and let the pay- 
ment of the grant depend on the Inspector’s report. 

A. — That is quite reasonable. My experience in the Bombay Munici- 
pality has been that on the vote of some member or other, the Corporation 
has sanctioned thousands, of rupees as grants-in-aid to a particular insti- 
tution and that the money is wasted in ninety-nine cases out of a hundred, 
simply because they do not feel they have to work for it and get it. 

TJic President. Q. — Now 1 would like to ask you some questions on 
a few heads of revenue of the Bombay Corporation. You have an enormous 
gross valuation. In 1899 it was 8,29 lakhs. 

A. — ^I think it has Been revised. The valuation is over 11 crores now. 

Q. — ^lYho do the valuing? 

A. — It has been done by an expert staff. I have got a large staff of 
about 120 with an expert at the top. I think it is very much under the 
real figure still. 

Q . — ^To whom does the appeal lie from the expert? ' 

A. — ^There are so many appeals that it is necessary to provide several 
officers to hear them. Appeals lie to the Municipal Commissioner or Deputy 
Municipal Commissioner and the ultimate appeal is to the Small Cause 
Court. 

Q. — Is there any appeal to anj' committee or body of the Corporation? 

A. — ^There is an appeal to the Small Cause Court where we have to 
demonstrate in accordance with the forms of law that the assessment is 
riglitly put on. I know for certain that the assessment at present is definitely 
under the mark. 

Q. — It is entirely official and the last appeal is to a court of law? 

A. — ^Yes. 

Q. — ^^^Tlat is the total rate, including the consolidated rate, the rate 
for house tax, lialalcore tax and the water tax? 

A. — ^All in, I think, it woiks it out a( about 20 per cent. 

Q. — ^That includes the police rate? 

A. — ^We have not got a police rate. That has disappeared. 

Q. — ^Up to 1877 you used to have a police rate? 

A. — 1 am afraid I cannot go back as far as that. We started on our 
present constitution at about 1878. 

Q. — ^It also includes a lighting rate? 

A. — ^It is all consolidated. 

Q. — The lighting rate is a general rate for public roads. It is not for 
services rendered. 

A. — That is true, _but it is all consolidated in the general tax now. 
We do not collect it separately. 

Q.- — ^Then, you have a wheel tax and tolls? 

A. — We have no tolls now. They have been abolished. 
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Q. — How long ago was that done? 

A. — ^About three j-ears ago, Government were good enough to give us 
an jmarly subsidy of Rs. 25,000 ; our collections were about Rs. 30.000 or 
Rs. 40,000 and we abolished it with much joy. 

Q- — The wheel tax alone has suddenly gone up from Rs. 7,85,000 to 
Rs. 12,50,000. 

A. — We put up the rate quite recently. Our tax on motojr vehicles is 
not an 3 ’thing like what it is in England. 

Q. — That is mostly on motors? 

A. — Three quarters of the revenue comes from motor cars. The good 
old bullock-cart paj’s Rs. 6 a quarter, i.e., Rs. 24 a jmar. The hU’e of a 
bullock-cart is roughly Rs. 5 a da 5 ’. The tax is obviously inadequate. 

Q. — You say that you are still considerably short of the Home tax? • 

A. — Very much. 

Q. — Yours is a municipal tax, is it not? And at Home it is a Govern- 
ment tax. 

A.— Yes. 

Q. — Then you have licenses on trade, land convej’ance and music? 

A. — Thej' are pracfcallj' negligible. The license department policj' is 
only to take a fee adequate to finance the expense of control, and not to 
make any profit at all. We have set it as a policy before us, from the time 
of Sir Pherozeshah and even before, lest we should be tempted to hinder trade, 
that we should not make a profit on licenses. ^ 

Q. — ^Wliat sort of trades do j'ou license? 

■ A. — Small factories and petty industries and things of that sort where 
machinery is used almost entirely. Some noxious trades are also licensed, 
such as preparation of cow-dung cakes, the object being to prevent the trade 
being carried on at all except in places where it is suitable. But mostly 
thej"^ are, small trades, polishing works, lathe works, etc. 

Q. — Is there any need for control? 

A.— Yes. We get many complaints about these trades becoming a 

nuisance to the public. 

J7r. Faranjpye. Q. — Do you refirse licenses in undesirable localities?. 

A. — Every day we refuse them with great rapidity. For instance, we 
have to enquire into complaints regarding the working of the ordinary 
grinding machine in the ground floor of a chuwl. Some people want the 
mach'ne there so that thej' can take their wheat and get it ground into 
flour. But the man who lives at the top hates to have this thing going 
underneath driven by electric power all day and part of the night, and he 
naturally objects. 

Q. — ^Licensing of eating houses come under that? 

A. — ^Eating houses are licensed. They are liable to become nuisances 
in certain localities. But the object of licensing eating houses is , to see 
that thej" are conducted in a proper manner. A very great deal has been 
done in that direction in the last eight or ten j^ears. It was initiated bj' 
Dr. Turner, and there has been a distinct .improvement in the standard of 
eating houses. 

The President. Q. — ^We are told that one class that escapes taxation 
is the small trader, and it is rather remarkable that Bombay has less tax 
in the shape of a profession tax than in any other province. 

A. — It is a definite policy that we have adopted as far as our taxation 
is concerned. 

Q.^ — ^^Wiat is the reason? 

A. — ^^Ve want to make it clear that we never have any financial motive 
in licensing. 

Q. — ^The license is for the purpose of control only? 

A. — ^Yes. 

Q- — ^You have never considered the introduction of a tax in the nature 
of a profession tax? 
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A. — have. About ‘four years ago, I went into it and put up a 
report which the Coi-poratiou considered. We examined the Madras system 
and the Calcutta system too, 1 think, and it appeared to me to be too nasty 
and inquisitorial for it to he reasonably carried out in a city of this magni- 
tude. Besides, you would want the assistance veiy largely of the income-tax 
returns, and you have to provide a proper system to ascertain what a doctor 
is earning and things of that sort. 

Q. — ^It would be a very troublesome thing to get at ? 

A. — think it would ini'olve more heart-burning than it )s worth. As 
tar as I recollect, I estimated that we should collect about' six or seven 
laklis under a profession tax, and if it is going to be verj' much objected 
to by every body it is better not to attempt it. 

1 Dr. Parnnjpije. — ^You can have a tax on evei-y shopkeeper. 

The President. Q. — I should have thought it would bring ten times your 
estimate. 

A. — 1 made the ’ calculations on the rates as charged in Calcutta, and, 
speaking from recollection, I think it was under ten lakhs. 

Q. — Calcutta has a flat rate for every person exercising a certain pro- 
fession. 

A. — Ihat is true. 

• Q.— Then, lanJ conveyance. Is it not a stamp duty? 

A.— do not Icnow what ft means. We do not get anjthing fioin it. 

Q. — Calcutta, Madras and Rangoon, all have a surcharge on tho stamp 
duty. 

A. — The history of that in Bombay is rather curious. I do not know 
whether you have studied it. I am speaking again from memory, 1 am 
ufraid. About 1911, Government asked the Corporation to put an addition 
to the 1 per cent of the Stamp Act for the support of the Improvement 
Trust, and the Corporation thought tliat the mill trade might be taxed first 
of all at 4 annas a bale on cotton. Government then six or seven years 
later, put on a tax of one rupee per bale. Then, two years ago, I brought 
up the matter again before the Corporation. I said, “We have got to 
finance primary education, which is going to cost us 25 laldis a year and we 
ought to ask to be allowed to put on the surcharge on stamp duty, about 
which we did not agree before.” And the Corporation agreed more or less, 
with a good deal of opposition from the landlords of Bombay. But when 
w'e put up the proposal before the Government, we were told by the Govern- 
ment that under the Devolution Rules any addition to the stamp duty was 
not a local but a provincial source of revenue, and therefore we could not 
ha-^e it. And so the denouncement was at the last meeting of the Legislative 
Council where Government put up a proposal to enhance the stamp duty in 
Bombay city only, the proceeds to go to the provincial exchequer. I am 
afi-aid I must confes.-, ] persuaded all the representatives of the Corporation, 
to oppose it tooth and nail, because I did not think it in the least fair, my 
position being — 1 do not know whether it is correct — that if you put such 
a tax on Bombay city only it is a tax on local values and therefore under 
the Devolut'on Rules it comes to the local body : if Government put it on 
all over the Presidencj" then it is a stamp duty and may go to the Provin- 
cial revenues. 

Q. — Then you license music? 

A. — We get about a lakh of rupees. The police collect it and pay us 
the money. 

Q. — ^It is a police fee? 

A. — Yes. 

Q. — ^It is for services rendered? 

A.— Yes. 

Q. — ^Thqn you have 17 lakhs from town duties on sugar, etc. You give 
a refund on export? 

A.— Yes. There is very much trouble about these refunds and the 
system is rotten. 
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Q. — Then you have a tovTi duty on cotton, which has no refund?. 

A. — ^That is a town duty, and we are maturing proposals to substitute 
for the refundable town duty a non-refundable terminal tax, 

Q. — Town duties are octrois. 

— Yes. We got the support of the Chamber of Commerce and the 
Indian Merchants Chamber to substitute a terminal tax for town duties, 
because the system of le^' 7 ing the town duties and making these refunds was 
anything but satisfactory to business men who w'ere prepared to get rid of 
it almost at any cost. I am afraid the Chamber of Commerce has now gone 
back on their “opinion of two years ago. 

Q. — ^Ai’e there not differences between an octroi and a terminal tax? 
The one is that in the case of the terminal tax you have not to give refunds, 
and the other is the original idea of a terminal tax was a flat rate for 
whatever might come in without regard to the contents : you never open 
the case. 

A. — ^In qur proposals for a tenninal tax we have fixed varying rates 
according to the nature and value of the goods imported and not a flat rate 
per unit of weight. 

Q. — I mean the terminal tax on sugar was not a terminal tax. 

A. — It was so much a maund. 

Q. — ^May I now come to the Millowners’ Association? One of their 
complaints against y u is that tliough the town duty on cotton was levied 
in order to provide housing for workmen, still the workmen are not getting 
the houses. 

A. — That is not against me, it is against Government. I am of course 
exceedingly interested in the matter. Four-seventh of the cotton duty 
goes to the Development Department who have constructed these chaiols. 

Q. — There is a certain amount of justice in the complaint-r-is it not? — 
that the workmen of the mills for whom they were constructed are not' 
using them. 

A. — I Iniow more or less what the Development Department’s position 
is. _ They originally set out to construct 50,000 tenements which they were 
going to lot at about cost price or very nearly cost price. They were going 
to finance the loss by the 17 lakhs a year which they get from the cotton 
tax. They put up some of the cliawls and then found that they could not let 
the rooms at the economic value. They never expected to let them at the 
full economic value, but they expected-to let them slightly under the economic 
rent. The economic rent was about Es. 16. They tried to let them at 
Es. 16, and they could not get anybody to pay that rent. They then tried 
to let out at Es. 14, and then at Es. 12; and now they are offering to lot 
out in certain cases at as low a rent as Rs. 6-8-0, at which rate they will, 
I think, be able to let their rooms. But at this rate, they can obviously con- 
struct only a small number of chaivis, because the loss per room will be so 
much greater. 

Q. — ^It is not that the rooms are going to a different class. 

A. — ^It may be to a certain extent. 

Q. — Then the next thing is, the amount paid by the mills in the shape 
of water tax, lialalcorc tax, etc., has gone up from Rs. 7,42,000 to 
Rs. 20,66,000. 

A. — I have not checked the figures. But they speak as if the same 
thing had not happened to every other citizen, householder or landholder of 
Bombay. The question about water tax is rather a long stor 3 '. The ordinary 
mill gets much more than its share of water. It does not sa;^ it does, but it 
does as a matter of fact, because it takes it off the same main as everybody 
does; in addition when the supply is opened, it has an engine which pumps 
and pumps until it has filled its tank. The ordinary citizen Has not got 
such an engine nor such a tank. The mills do get much more thau their 
proportionate share of water. The mills here have been exceptionally fav- 
oured in the past. The rate for water has gone up very considerab] 5 '^ during 
the last five years but you have to set against it the fact that the mills 
were grosslj' under-assessed in 1914: they are still under-assessed.- 

Q- — ^Do they pay both an assessment and a rate per thousand gallons? 

— ^They pay simply for what they consume : nothing else. 
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Q. — ^You raised your water-rate iu order to enable you to increase your 
water-supply for tlie whole city of Bombay, and the benefit of it has gone 
to other people and not to the mills. 

A. — ^Th.at is, if I may say so, absolute rubbish. The actual realisations 
from the water tax on value, though the rate has not been raised, have in- 
creased even more than the realisations from the mills, as the rateable value 
gone up enormously. The mills have had more than their share of the water 
available in the past. I should have got the new supplies of water in by 
this time if it had net rained, but I liope to get it in by the end of the 
month, when the mills will be the chief people who will benefit. You can 
imagine what would happen if you threw money down in the streets and a 
lot of people scramble for it. The man who has got a suction pump will be 
able to gather more than the man who has to pick the coins up with his 
hands. 

Q. — You get the benefit of what is practically a town dutj' on tobacco. 
The Government keep a staff to collect it, and you have your own staff to 
collect the tovm duties on other things. Is that economic? 

A. — think so, because we should not be able to collect it as well 'as 
Government do. 

Q. — ^You have two town-dut 3 - staffs working. 

A. — That is true, but Government after all have got to have a staff 
to control oioium and so on. Would you wish to hand over opium to us? 

Q. — Have you not got your town-duty staff at all entrances to the city 
through roads? 

A. — ^We do not practically have a town-dutj' staff on the roads at all. 
As ' a matter of fact, we share a man with the Port Trust on each of the 
roads. But what comes in here by road is practically negligible. 

Q.' — There is no octroi for what comes in by road? 

A. — Not on the roads, but on the railwaj's and ports. YHiat comes 
in by road is really hardlj' worth worrying about. 

Q. — Then you have a fire tax? That is for services rendered. 

A.— Yes. 

Q. — It is to maintain the fire brigade. It is -a form of insurance? 

A.— Yes. 

Q. — ^You get that out of the insrirance companies? 

A. — ^I think we ought to get it from the insurance companies. As a 
matter of fact, I have had that subject under consideration. Our fire brigade 
is, I think, exceedinglj' efficient, as efficient as any in the world. 

Q. — ^It costs about 5 lakhs a year? 

A. — ^Yes. 
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11th June 1926. 

POOITA. 

Present: 

Sir Chakles Todhunter, k.c.s.i., i.c.s., President. 

Sir Bijay Chand Mahtab, g.c.i.e., k.o.s.i., i.o.m., Maliarajadhiraia 
Bahadur of Burdwaii. ^ . . 

Sir Percy ThoaipsoNj k.b.e., o.b. 

Dr. R. P. Paeanjpye. 

Dr. L. K.' HydeRj m.l.a. 

Mr. A. W. W. MACKIS, I.C.S. > Settlement Commissioner and 
Director of Land Records, Bombay, was examined. 


Written memorandum of Mr. Mackie. 

_Q. 2.— I liavo nothing to add to alreadj' ^7ell-known criticisms of th& 
earlier estimates. As I'egards recent ones, Nos. 8 and 9 evaluate in realifj 
tv'o dillerent things, and tlieir results would be widely divergent, however, 
complete and accurate the statistics from which each is calculated. Mr. 
Shirras makes a liberal use of guess work, but gives no details which 
would enable a reader to judge just how far his achievement in arriving 
at a per capita income is genuine. Messrs. Shah and Khambata show in 
detail how they get or guess their results; but they omit some of the items 
ordinarily 2 ’egarded as necessai-y to an evaluation of per capita income, and 
their data would be put to better use if emploj’ed to evaluate per capita 
income of producers only. 

Q. 3. — I think that sufficiently reliable results for largo sections of 
tlie population of India could be obtaJiied but not for the whole population.' 

Q. 4. — Ci'op outturn figures could be improved. 

Minor crops constitute 15 per cent of the jiet cropped area and are 
lumped together. As the areas are all collected separately in the villages, 
these crops can be dealt with separately down to any degree of detail rer 
quired. 

At present there is a ‘normal’ outturn for each district as a whole. In 
a majority of the districts of the Presidency proper, the normal- outturn 
varies in different parts of the same taluk, and much'more in different parts 
of the same district. The district “normal” is decidedly inaccurate. 

The Collector reports the anna valuation of a crop for the district as a 
whole. This could as well be done- for taluk separately aJid should be so 
done for those districts. (In many cases, the climate varies sharply from 
part to pai’t even of the same taluk.) 

In taluk -where suspensions exist or are likely, the villages are divided 
by a committee of officials and representative agriculturists into batches 
in wdiich the crops are judged to be uniform, ,and the committee decides 
the anna valuation of each crop in each batch. Their decision may be 
revised by the superior district officers. These anna valuations could be 
used to calcu"ate -the value of the crop outturn ■ batch by batch. '.It only 
Jnvolves some increase in arithmetic. 

The definition of the ‘normal’ is rather indefinite in the Presidency, 
and a somendiat more definite standard is perhaps possible. 

Far more crop experiments ought to be carried out than at present; and 
far more care than at present ought to be given to the choice of crops for 
experj,me 2 it. A proposal for an i 2 ic 2 -ease in the iiumber of crop experiments 
is under the consideration of Govei-nment in another connection. 

I think that statistics of cottage industries could be collected in rural 
areas by the j-evenue staff ."md would have some value, and that statistics 
of agricultural wages and prices could he improved without extra expense. 
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I do not think there has been a sufficient realization of the importance of 
such statistics in the past, and that they must take their proper place in 
the training of the rovenuo staff in the future. 

In most districts honorary correspondents could be ealislcd for the col- 
lection of family budgets. 

Q. 5. — I^Hiat sufficiently reliable statistics are, or can be made, avail- 
able should first be seen. It may be found that there are small gaps in 
them and that their value can be greatly enhanced by filling up these gaps 
by a census confined strictly to this purpose. For instance, the production 
of village industries might he ascertained as well as some approximation to 
pastoral and dairy production, in order to arrive at a fairly complete picture 
of the economic condition of the rural population. An inquiry into indebt- 
edness would also help in completing the picture. A far more exact know- 
ledge than we have at present of the economic condition of the agricultural 
classes is necessary if the land revenue .system is to be made really scientific. 

In any case, there would remain large sections of the population, viz., 
those dependent to a considerable extent on ‘gifts of nature.’ which would 
have to be left aside. 

Q. 6. — It is advisable that the legislation should be uniform ; but per- 
haps experience of such legislation in Bombay would be advisable before all-. 
India legislation is undertaken. 

Q. 7 . — The figures of each sectibn of production can be used to some 
extent as a check on the estimated incomes of the various classes engaged 
in that branch of production. 

Q. 9. — I omit ophim, customs and excise, from consideration and can 
attempt only a rough division. An approximate rate of taxation per head 
for (1) cities, (2) tovms and (3) villages could be arrived at. But this 
would not go far enough. In cities income-tax inaj’ers foim a class at the 
top of the scale, and the labouring class and others who live on the same 
scale are at the bottom. Others would form an intermediate class. The 
two higher classes would each be subdivided into two according as the 
income consists of (1) profits from indu.stry or (21 salary wages or profes- 
sional earnings, as industry (ilucluding trade) contributes to the stamp 
and registration revenue, and in some places pays special local taxes. There 
might be a profession tax, which would necessitate a fu 2 'ther subdivision. 
The lowest class_ probably escapes the brunt of municipal taxation, and it 
contributes nothing to the entertainment tax. 

In the village there are (I) a few income-tax payers, (2) landlords and 
cultivating occupants, who pay land revenue (sometimes held to be a tax) 
and local fund ce.ss and contribute to the stamp and registration revenue, (3) 
money-lenders and employer industrialists who do not pay income-tax, and 
(4) tenants, village industrialists and labourers. Glasses (3) and (4) contri- 
bute practically only to the salt tax, and might perhaps be lumped together 
ns regards taxes paid. 

In towns a mixture of all these classes would be found. 

It would be imirossible to calculate the taxation per head in each class 
ns several classes contribute in unknown proporti'ons to the same tax. 

The collection of a large number of family budgets throughout the 
Presidency, which has been suggested in connection with the proposed 
economic jtnquiry, would help to show how the people should be divided into 
classes with respect to the taxes that affect them. 

Q. 10. — ^In the Presidency propexj and Sind 4.7 per cent of the current 
demand consists of items of fluctuating miscellaneous revenue. A majority 
of these items do not fall within the definition of tax, but I am vinable to 
say what proportion of the 4.7 per cent these non-tax items constitute. 

These figures exclude Bombay city where the non-tax items for the years 
1921-22 and 1922-23 together amount to 81 per cent of the total land 
revemie. 

The percentage for the two years for the whole Presidency, including 
Bombay city, is 8.8. 

The total of non lax items for Bonibai city fluctuates greatly. 

Q. 11. — Such items appear in registration and stamp revenue j also 
perhaps in excise revenue under which there is a head “Fines, compensation 
VI— 49 
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and miscellaneous” in the budget. They also appear in municipal and local 
board revenue; and in revenue from Coui'ts of Justice. 

Qs. 33 and 34. — should prefer death duties and a tax on agricultural 
incomes to an increase in the income-tax. 

Q. 36. — I tlunk that vifli the joint familj’ system to make such allow- 
ances would open too wide the door to evasion, and that such evasion could 
not be prevented without proceedings of an inquisitorial nature. 

Q. 38. — Yes ; provided the proceeds go to the Provincial G-overnment, since 
the tax would in reality be an increase in the land revenue. 

If the land revenue is regarded as not being a tax, but as Government’s 
an ancient, crude, and inequitable tax which takes as large a provision 
of his income from the rai>at with a few acres' as from the opulent land- 
owner. To imimse a iirogressive surtax on agricultural incomes above a cer- 
tain limit would bring the taxation of land more into accord with modern 
ideas of equitable taxation. The px-oportion of rent taken as land revenue 
is at present necessarily limited to that suitable for the one-man holding. 

If the land revenue is regarded as not being a tax, but as Government’s 
share, according to immemorial right, of the produce of the land, there is 
still less reason for refraining from imposing income-tax, as the owner of 
the land (subject to the i-ight of Govei-nment) simply applies his propeity 
energy and skill to produce an income like anyone else whose propei’ty is of 
a different kind. 

On neither of the preceding views does there appear to be much of a 
case for differentiation between the fai-mer and the absentee landloi-d, etc. 
To make the distinction suggested xvould give the farmer an advantage when 
purchasing land, in compet'tion with a purchaser who would be liable to 
the tax, and to this extent it would be a good thing. But T doubt whether 
the effect would be appreciable. 

With reference to this last point I may say that, at least in the southern 
part of the Presidency, there would be found many occupants of land who 
are at once farmers in respect of some land which they cultivate tliough 
their servant.s, money-lender-: who have acquired land by the foi-eclosui-e of 
a mortgage, and laiullords of olhei- land in more or less distant vil]age.s. 
acquired by purchase and cultivated by tenants. 

A landlord’s ordinary work maj' lie far from his land as in the case of a 
clerk, but he may visit it at sowing lime to arrange for its cultivation and 
at hai’vest to get his share of the pi’oduce; ox- he may have a i-elat'.ve oix 
tbe spot to look aftei- bis land. 

The distinction proposed would inti-oduce too many difficulties and com- 
ixlications, I think. 

Q. 39. — The figures used by Slessrs. Shah and Khambata in their 
ai’gument do not caiTy conviction. I find their meaning difficult to follow. 
The words “If the agiucultural incomes, which now escape taxation alto- 
gether. are taxed, etc.,” mean that all agricultural incomes escape taxation 
altogether, whereas the authors clearly regal’d agricultural incomes in 
temporarily-settled tracts as taxed by the land revenue. The words just 
quoted appear to be meant to applj^ to permanentlj’-settled tracts only and 
to mean “If such agricultural incomes as now escape taxation altogether 
are taxed, etc.” 

An inquiry into the yield of an income-tax on agricultural incomes 
is in progress in this Presidency. The estimate for one division is 4 lakhs. 
Taking this as applicable to ondi of the other two divisions and 8 lakhs for 
Sind, the total is 20 lakhs. The total land revenue for this Presidency is 
about 5 crores, and from the whole of British India (according to Messrs. 
Shah and Khambata) 36 crores. These figures indicate that somewhei’e 
about one and a half crores only would be the yield, if this Presidency is 
taken as typical of the whole. At any rate, Messi’s. Shah and Khahihata’s 
estimate" seems to be very too high. They have probably not reckoned 
with the fact that a very small proportion of agricultural incomes exceed 
Bs. 2,000. 

\ 

Q. 40. — I think this argument xvould lead to difficxilties. If the income- 
tax limit of exemption ought to be lowered, because there is no exemption 
for agricultural income, wliy ought not equal limits of exemption to be 
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allowed in both cases? And, after allowing this exemption, why should 
not the proportions taken of the surplus in taxation be equal? 

It is not a full and fair statement of the case to say that there is no 
exemption in the ease of agriciiltuj-al income. An agr.culturist with a 
holding not below a certain limit, which he can easily manage, draws a 
living from that holding on the same scale as he would do if he were its 
tenant. Over and above this there is a surplus, which is the rent that 
would be paid to a landlord. Government takes its laud revenue out of this 
surplus only. In the same waj- income-tax is taken out of the surplus over 
the amount exempted. As for the landlord who has acquired land by pur- 
chase, the fact of paj’inent of land revenue has modified the price paid and 
he has no claim at all to any exemiit.ion, which would simply amount to 
making him a free gift at the expense of the community (vide Q. 100 also). 

Q. 43. — I fear that caste, factions and the vogue of the anonymous 
Xietition would render such measures ineffective, and that much bad feeling 
would result. 

Q. 89. — ^The administration of the law ought not to be a source of 
revenue. 

It is not legitimate to tax' ability to pay as exhibited by resold; to the 

law. 

'The stamps collected ought not as a matter of course to pay for the 
cost of courts including pensions of officers and capital cost of buildings. 

In his recent budget speech the Finance Member, Bombay, stated “”0ur 
administration of justice costs us 76 laklis and brings in a corresponding 
revenue of only 16 lakhs.” 

Q. 92. — ^Registration fees in this Presidency. 

Q. 93. — 1 think It would be inadvisable to base the argument for rc- 
gisti'ation fees containing an element of taxation on this consideration 
alone, though doubtless it is an imiiortant consideration. It w'ould be 
bettor based on genei-al considerat oiis oi ability to pay and the incidence of 
taxation. Unless I misunderstand the question, the existence of optional 
•z^egi-strations would create difficulties in i-egard to tlie ai-gument suggested 
in the question. 

The absence of complaints about the in'tch of registration fees and the 
large number of optional rogistiatious are themselves strong arguments in 
favour of this form of taxation. 

Q. 97. — ^No. Vagaries of the monsoon, uneconomic holdings, excess of 
population on the land, lack of subsidiary occupations. 

Q. 98. — ^Not in the least. '' 

Q. 99. — ^I do not see how this can be avoided while the 30 years’ 
guarantee is maintained, as all settlements could not be made at the same 
time. D.screpancios could bo minimised by grouiiiiig the districts into 
homogeneous tracts, and dealing with the resettlement of each tract within 
the shortest practicable number of years existiiig settlements being extended 
so far as necessary to make them all fall in about the same time. Of course, 
if assessments were revised solely on the basis of change of prices once every 
ton j-ears, the discrepancies would iiracticalh- disappear; but I do not 
advocate this coui-se. 

There are other far moi'fe serious inequalities in the pitch of assessment 
-in this Presidency than those referred to, and much more easily removed. 

The first iilan mentioned above has in fact been employed in the case 
of a few taluks in order that all the taluks of a district might be resettled 
about the same time. 

Q. 100. — ^Rs. 2,000 is far above the .subsistence level. With a high limit 
like Rs. 2,000, I think, it would be jnacticable to ascertain whether an 
agriculturists’ income exceeded it as there would be few cases to deal with; 
but with a real subsistence level limit the thing would be impracticable. 

One effect would, I think, be to induce further fractionisation. In my 
rejjly to Q. 40, 1 have remarked that it is not a full statement of the case 
to say there is no exenqjtion in the case of agricultural incomes. No agri- 
cultural tenant xiays tax on his income, and if the income-tax limit of 
exemjition happened to be low such a tenant’s income might exceed it^ j'et 
he would pay nothing; wh’le a tenant of a cinema with the same income 
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would pay income-tax. TJie land reA'cime is a share of the rent. The land- 
lord pays it, but as he acquired the land subject to it and paid accordingly, 
he has no case for anj' exemption in regard to it.- Government in , effect 
says: “This tract of land requires so many people to cultivate it, and it 
will provide a liv ng lor that number of people on a scale prevalent in the 
tract, phis a surplus. Government will take a share of this surplus only.” 

Q. 101. — 1 am not inclined towards such a tax. 

Q. 102.— -Yes. 

Q. — 103. — i am not bure that 1 understand the question. On building 
laud ill this Presidency the general p-racticc is to levy 6 per cent on half the 
rcvenue-i'ree markcL value of the land, guaranteed for fifty yeai’.s. Muni- 
cipal taxation of landed propertj’ generally takes the foimi of a house-tax 
on selling or letting value. 

Q. 104. — Methods (1) and (2) may be at once ruled out. 

I am not sure what method (3) means. In Bombay every bit of land 
separately owned has been classified, and its agricultural capacity repre- 
sented by a number. Fields are referred to as being of so many annas 
classification value. The scale of classification as invariably precisely the 
same ffor the same kind of cultivation, e.g.. dry crop, rice or garden) for 
all the land within the limits of a taluk, and often for all land throughout 
several districts. But if the soils in two regions are intrinsically different, 
as 'for instance in the Konkan and the Deccan, a 12 annas dry-crop soil in 
one is not exactly the same as a 12 annas dry-crop soil in the other. Nor is 
the classification scale the same for rice oi garden as for dry-crop. And even 
in adjoining taluks the scales are sometimes different even for the same 
kind of cultivation. Still, these difficulfes are not insuperable. 
One scale could be expressed in terms of another. But T understand that 
it 's only in the Central Provinces and Bombay that materials for such a 
comparison as here jiroposcd could ne found and so further discussion is 
unnecessary. r ■ 

Prima facie this method takes no account of climate. 

As regards method (5), to compai-t the percentage borne by land X6- 
vontie to gross jiroduce would not do, because, for one thing, of differences 
in cost of cultivation. 

But to take ‘net produce’ nstead is a very different matter. This, 1 
think, would theoretically be the best basis of comparison. By ‘net produce’ 
T mean the balance which remains over out of gross i^roduce after the tenant 
has defrayed his costi of cultivat'on; oui. of which balanee the tenant has to 
got his and his family’s maiuteuance for the year, and the landlord his rent, 
and the State its land reveiuie. This method would exhibit how net jiroduce 
is divided between these three parties in each province. Into precisely how 
this comparison ought to be exhibited T .shall not enter, because the impos- 
sibility (at present) ol discovering ‘net produce’ with a sufficient degree of 
accuracj' in every province effectual! j’ bars the use of this method. 

The method I advocate is No. 4j comparison of percentage borne by 
assessment to rent. 

This method is practicable, so far as this province is concerned, because 
in the record-of-rights in every village there are details of every lease, and 
it has long been tbo jjracticic in this Pre-idenc?. in connection with revision 
settlements, to sift out from these leases those that yield genuinely com- 
petitive rents, and to calculate from them the incidence of assessment on 
rent. To .show the care with which this sifting ih done I append an extract 
from the Revision Settlement Report of IMan taluk. Certain difficulties 
would bo met with where rents in kind prevail, but they are not insuperable. 
The main thing is that a correct and uniform procedure for evaluating 
rents in kind should bo followed in the different provinces. 

But the limitations of this method of comparison must be recogii’zcd. 
Suppose two provinces similar except that- A has a larger proportion of good 
soil tlian B. If the land revenue is one-third of the rent in good soil in 
A, ami one-fifth of the rent for poor soil, and if the corresponding figures 
for B are one-third and one-fourth, then A is more lightly assessed than B, 
but the averaged out incidence of assessment on rent might be higher for 
A than for B. One province may be more fertile than another, so that 
rents in it are doul'io what they ate in the other. Though the incidence 
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of land revenue on rent inaj' be the same in eacii,, tlie ovner-ciiltivator in 
one has, over and above his livelihood on tlie scale of a tenanf, double the 
suriilus he has iln the other. The pitch of rents may be dilferent in two 
provinces, so that out of net pi-oduce of Rs. 16, Rs. 8 gooi to the tenant 
in one, and Rs. 8 to the landlord as rent; while in the other Rs. 10 goes to 
the tenant and Rs. 6 to the landlord. If the asse.ssment is Rs. 2 i,n 
each case, it is one-fourth of the rent in the first and oac-tbird in the sccoikI ; 
yet an owner-cultivator is in precisely the same pos'tioii in each, pajdng 
Government Rs. 2 out of net produce of Rs. 16 and retaining Rs. 14. 

These anomalies would be avoided if the division of ‘net produce’ ne- 
tween tenant, landlord and State were exhibiletl lor each jirovince, for 
various standards of net produce per acre. But this is impract'cable, and 
the iiracti'cable and next best thing is to compare assessment w.th rent; 
b'iit I suggest this ought to be done for various standards of rent per acre; 
which would eliminate two of the anomalies just referred to. 


Value of l.ind as ascekt.uxed by Sales axu Leases. 

(1) /Sales (General ). — Statistics of sales have been collected Irom the 
record-of-rights and in almost eveiy case scrutinized in the villages them- 
selves. The object aimed at was to secure pure cash sales of Government 
agricultural land in an ordinary ht state tor cuJtivation fi.e., neither spe- 
cially improved nor deteriorated) between parties nho had no common interest 
which would affect their relations as bti3'er and seller. All sales which were 
oven suspected of not fulfilling these conditions have been rejected. The 
chief improvements ivhicli would cause a sale to be rejected are of course 
wells and tals, the latter liowovor onij' if thej’ are more amb.tious structures 
than the small embankments which are required to make land fit for rice, 
or to level black soil and p? event it liom being washed away. Bales in 
settlement of account have been excluded; so have those in which tliere 
Avas a susxiicion that the transaction ivas of the nature of a mortgage or 
a redemption; for instance, sales in Avhich the purchaser was the last imn- 
dor have been excluded on the ground that a conditional iiromise to restore 
the land might have been understood oven if not cxiiressed. 

(2) Leases (General ). — Tliese statistics have been touiiJiled and scruU- 
nized Avith the same care as those of sales, and roughly the same classes of 
cases have beei\ excluded. There is, hoAvovor. one class ol lease Avhich 1 
think -maj^ pot have been excluded in some recent settlement reports, and the 
non-exclusion of which maj" account for the Aery high figures of rental 
quoted in them. If a man sells his fand, he av 11 irequently cultivate it on 
lease paying much more than the normal lent in the Iiope that liy .so doing 
he Avill retain a lien on it and some day be able to buy it back, even though 
there is no condition verbal or Avritten to that effect. Such a case 3 place 
in the categorj' of conditional sales in Avhich the A^endor continues in pos- 
session of the land sold; and_the rent paid by him is really interest; and I 
haA^e accordingly rejected all leases in AA'hich the tenant is the previous 
OAviier and Amndor. Particular caie is needed in scruf iniziiig lea.;e.s, be- 
cause owing to the facilities given by the Land ReA'cnuo Code for tlie re- 
covery of rents, the .soierar at time finds it conveuiont if a debtor has no 
land to mortgage, to let his oavii land to him for a sum covering the interest 
on his debt, so that he can recov^or it under the Land Revenue Code, and bo 
saved the trouble of going to the Civil Court. J have cl .scovered actual instan- 
ces of this. Leases of a share of the crop are a'ciw common ; and those for a 
fixed amount of grain are also fairly common. Leaser for a cash rent 
lioweA'er are .snlDciently numerous for share lea.-.e- lo be cli.srcgardod alto- 
gether. Cash rents should in strict theory folloAv closely the rise and fall 
of prices, and their course .should, therefoie, correspond with the value 
of rents in kind. As a matter of fact, they lag a long Avay behind, and only 
adjust thomsolA'es .sloAvly to a rise in jirices, the tendency being so long as 
the tenant remains the same, for him to pay the same rent from j’ear to 
}-ear Avliether in cash or kind. 



3Vtr. Mackie gave oral, evidence as follows :• 


The President. Q. — ^Mr. Mackie, yoti are the Settlement Commissioner 
and Director of Land Records? 

A. — J am acting as such. 

Q. — ^You are going to be the principal witness on land-revenue questions? 

A. — Yes, so far as settlement and land records are concerned. Of course 
agricultural matters are quite different. 

Br. Hyder. Q. — In your answer to Q. 4, you say crop outturn figm-es 
could be improved. Will you please tell us how they could be 
improved ? 

A. — The quality of the returns can be improved in this way. At present 
the Collector reports that the outturn of the joivari crop of his district is 
saj', 7 annas (the “normal” crop being 12 annas). 

Q. — ^You mean the Collector assisted by a committee? 

A. — No, that is a different matter. The Collector gets a return from 
each taluk, one may be 8 annas, another may be 6 annas and so on, and 
generally reports the arithmetical mean to the Director of Agriculture as 
the outturn of his district, giving the result to the nearest integer. Some- 
times the fact that the crop being reported on is little grown in a particular 
taluk is allowed for in a rougli and ready way. Now the fact is that 
wherever the crops aie at all bad, thfie is a committee consisting of repre- 
sentative agriculturists and ofhcials sitting for the purpose of determining 
what suspensions or remissions should be granted, and they carefully divide 
the villages of every taluk into batches, the outturn of the crops in all 
the villages included in any batch being judged to be uniform and then 
fix the anna valuaimn for each crop for each such batch. This having 
been done, it is a very simple thing to use these results; and this is what 
i ijropose. The area under each crop in each batch of villages is known. 
So you will see it is only a matter cl arithmetical calculation to got an 
accurate estimate for the whole district. 

Q.' — How do you get over the difficulty of mixed crops, several crops 
occupying one field? 

A. — The area under each crop is given separately in the village accounts 
and there are rules for calculating this. 

Q. — How do you calculate? 

A. — Crops are practicallj' always grown in separate rows. There may 
be one row of joirari, two rows oi fa?-. That means two-thirds hir and 
one-third jowari for tliat field. - - 

Q. — In answer to Q. 5, you say “Far more knowledge than we have 
at i?resent of the economic condition of the agricultural classes is necessary 
if the land revenue system is to be made really scientific”. Will you please 
explain how the system of land revenue depends upon our knowing more 
about the condition of the agricultui-ists ? 

A. — I mean by that, that wo have to cxamijie the economic ' condition 
of the iieople in various parts of the country whether the condition of 
cultivation and the outturn of crops is dificrent in order to see what surplus 
Government leaves in the pockets of the owner-cultivator. In each of two 
taluks the assessment may be one-third of the rent, but if in one of them 
the crops are secure, while in the other they frequently fail, the position 
of the ownei’-cultivators is vastly different in the two taluks, even though 
no assessment is collected when there is no crop. Besides the, assessment 
is not the same ijrojjortion of the rent for the different grades of soils. 
At present there has been no such enquiry. We take up to half of the 
rent; we verj’ seldom take half, that being the maximum. 

Q. — Quite true. Suppose a^district is given over to you, and as Settle- 
ment Officer you have to fix this land revenue assessment, don’t 5-ou do 
this by considering what its outturn is, what the variations in seasons 
are, etc., and then making allowance for all these factoj-s, you arrive at 
some idea of the pitch of the land revenue? 

A. — ^You may say we do all these things, but now we do not rely' so 
much on them as no used to do. Nowadays we have come to rely more 
and more on rents. 
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The President. Q. — ^Will you please describe briefly -what is your process 
of resettlement P 

A. — The Settlement Officer goes to the taluk — it is alwaj's done by 
taluks — ^that taluk is already divided into groups of villages, and in each 
group the maximum rate is fixed. The maximum rate is the same in each 
village ill the group. Each group has a maximum rate. 

Q. — ^Would you mind explaining your sj^stem of anna notation? 

A. — About 60 or more yeare ago, the lands were all classified. We 
reckon the classification value of a field at so many annas. Originally the 
classification ranged from 2 annas to 16 annas, now it may go from 
2 annas to 24 annas. All the fields have been classified in that way, 
and within the limits of a taluk— sometimes within the limits of several 
districts — ^the classification is entirely uniform, so that if you have got 
a 12 annas field here, it is preci.sely the same as a 12 annas field 50 miles 
away. 

' Q, — ^Then the anna notation has relation onlj' to the quality of the soil? 

A. — ^Yes, purely. It is supposed to be an estimate of the productive 
capacity. 

Sir Percy Thomi^son. Q. — T suppose different fields in the same village 
maj’ have different values. 

A. — ^Yes, in one village the fields may range from 4 to 16 or 24 annas 
according to their potentiality. 

Q. — T just gathered you to say that you put together homogeneous 
villages, but the villages theniseh'es will not be homogeneous. 

A. — No. This anna valuation fixes the j’elative productive capacity of 
the fields. The bulk of the fields in one milage may be between 4 and 
10 annas classification value, those of another village between 8 and 
16 annas. Y’ou start then to consider how you are going to assess. You look 
at a taluk and in one part (as in Poona here, where the rainfall diminishes 
from West to East) you find the climaLc is very good, while it will not be so 
good in another part. Then you find one part of the taluk is close to its 
market with excellent communications. You consider the climate, markets, 
communications — and you used to consider the standard of husbandry, but 
now that last consideration hardly comes in. You thus divide the taluk 
into groups of villages, the villages in each group being judged to be 
uniform in the matter of total advantages derived from climate, markets, 
and communications. 

The Maharajadliiraja Bahadur of Bvrdtuan. Q. — When you say ‘group’, 
do I understand in that particular gi-oup the value of the crops or the rate 
is the same? 

A. — am just going to explain that. 

Sir Percy Thompson. Q. — ^Wlien you refer to this last grouping, you 
refer to grouping based on the natural advantages? 

A. — Yes, purely the natural advantages I have enumerated. You do not 
look to the soil at all. Having divided up your taluk into groups, you 
say, “obviously this group ought to be more highly assessed than that other, 
owing to its superior advantages’’, and you have next to fix the relative 
pitch of assessments for the diffei’ent groups. This is done as follows. 
Suppose there are three groups, and that assessment should be highest 
in group I, next in group II and lowest in group III, you decide what the 
assessment is going to be by fixing the maximum rate. Suppose the maxi- 
mum rates decided on are Es. 3 for group I, Ils. 2 for group II, and Ee. 1 
for group m. This means that a 16 anna soil in group I will be assessed 
at Es. 3 per acre, in group II at Es. 2 per acre and in group III at Ee. 1 
per acre. Similarlj' o field of 8 annas soil valuation in group I will- be 
assessed at Es. 1-8 per acre; in group II at Ee. 1 per acre; and in group 
III at 8 annas per acre. Thus, once the “maximum rate’’ of a group 
is fixed, the assessment of every field in that group is automatically deter- 
mined. It is fundamentally a matter of the arithmetical rule of three. 
In actual practice it is not quite so. Perhaps I need not go into details. 
The main thing is how the maximum rate is to he fixed. So long as wo 
did not have the statistics of rent which we hqve now got, that 'was the 
difficulty. ' 
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Thr President. Q. — You hove coiujnetc statistics of rout in tlie record- 
of-rights ? 

A. — Yes. Every single rent is entered in it. 

IJr. Under. Q.— Wlien the cultivator cultivates aud owns the field, what 
sort of record do j^ou getP ” 

A. — If he does not lot, there is of coui’se no record of rent. 

Q. — Ts it not a fact that in your x^art of the countrj" the maiorit 5 ' of 
the land is let out? 

A. — J cannot say the majorit.y, but T .should say 50 per cent of tlie land 
is let. 

The. President. Q. — Might we now come bade to the x^rocess of settlement? 

A. — Pormerly it was difficult to arrive at what the maximum rate ought 
to bo, becai’.se it could onl}' be based on general considerations, the api^arent 
prosx^erity of the peox^le, changes in occupied area and prices of produce, 
the ease or difficulty with which the land revenue had been recovered, and 
such things as Ihnc It was rather line groping in the dark till the record- 
of-rights came inio vogue in 1900 and gradually gave us the statistics of 
rent which are the Jiiain thing on which we rely now. The statistics are 
analysed with the utiiiost care — that is perhai^s the chief business of the 
Settlement Officer — because all sorts of considerations enter into them ; for 
instance, part of the rent may be interest on debt. Every rent in the 
typical villages selected for the inquiry in each groux) is inquired into indivi- 
dually in the village itself and the majority of them are rejected, because 
the Rettlement Officer cannot be certain thej’ are true economic rents. The 
residue are then accepted as giving a fair idea of the pitch of rent in the 
villages of the group concerned. Having got the figures of rent expressed 
in multiple of the as.sO'Smcnt, you test your grouping by means of these 
assessment figures. They may suggest a change in your groux^ing which you 
have formed on general considerations. Having finally fixed the groups, 
the Sottleinent Officer then luses the.se multiples to find what the maximum 
rates should bo. The theory is that you may go up to an assessment which 
may bo half of the rent, so that if the pi-esent rent is three times the 
assessment, that means you might increase the assessment by 50 i^er cent. 
That will be the most you can increase. Having seen what is the most 
you can increase, you consider how far. within that, you ought to go. For 
instance, if there is Jiiuch unoccupied land in the taluk, you may think 
that with a moderate increase it is more likely to be oceux^ied, th.an if yoir 
put the assessment as high as the 50 xjcr cent rule would allow and that 
the lower maximum rate would thus in the end bring in more revenue to 
Government. On the other hand, there are executive orders that the 
assessment of .a grouxi cannot be increased at a revision of settlement 
by moi’e than 3.S iier cent. .Since the War that has been giving us a groat 
deal of trouble. 

Q. — Is that the total assessment on the villages? 

A. — The total assessment on a grouxJ of villages. 

Q. — Do you assess all the land, occupied or unoccupied.^ 

A. — All the land is assessed unless it is uncultivable j every cultivable 
field, occupied or unoccupied, has its assessment fixed. Its classification 
value has been fixed once for all. Under the law there can be no general re- 
classification in any tract. The qualifying word ‘general’ is introduced into . 
the law, not to enable the classification of individual fields to be -raised, 
but to enable the classification of individual fields to be lowered if their 
classification is at any time proved to be wrong. 

Ur. Uaranjprjc. Q. — Supposing land begins to grow a double ci-op after 
some time, what will you do? 

A. — Nothing. Any improvement that the occupant makes, he takes the 
lull value of it. 

Ur. Uyder. Q. — ^When you reassess it, will you not change the soil 
cdassification of the fteid? 

A.— No. 

Q.— Then it means that since the British rule here, the improvements 
have always been exempted? 
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A. — ^Yes, that is why tho classification is declared hy law to he final.' 
Tinder tho Land Eevenno Code any iinprovenionts made by the owner are 
entirely exempted from assessment. In tho Konkaii practically worthless 
lands assessed at 3 or 4 annas an aci'e have been converted into rice land. 
That makes no difference at all to us. 

Q. — You take no account of the change in the productive capacity of 
tho soil, that is, the laud which was worth land revenue of 3 annas at the 
original settlement is worth now 12 annas P 

A. — No. 

Q. — You don’t change the classification? 

A. — ^No. j 

The President. Q. — ^How do yon come to hagayat classification? 

A. — ^T\nien tho original survej’ was made we took things as they were 
then. Of coui-se it maj- be that ten years before tho settlement tho man 
. converted dry crop land into hagayat — that is quite true, he may have. But 
a beginning had to be made somewhere and we therefore took things as 
they wore. 

Q. — Therefore anything now hagayat was hagayat 30 years before? 

A. — Tes, unless water tho right to which vests in Government has 
boon taken. 

Q. — ^You have got to the stage of second rortsion? 

A. — ^Yes. In most parts it has come into effect. 

Q. — ^It is GO years from tho original settlement? 

A. — ^Yes. 

Dr. Uyder. Q. — It docs not apply to Sind? 

A. — Tho system of scttlomont I have been describing applies .to the 
whole Presidency except Sind. 

The President. Q. — Having made this a complete sj'stom, why you are 
now considering rev.s'Hg it? 1 undorstain! yon have got a Committee sitting 
for the revision of the land revenue s^slcm 

A. — Ye-,, the Co; nnittce is sitting in order to put the principles of 
assessment of land revenue on a statutory basis. The idea is that under a 
more or loss doinocratic form of Govorninont the representative body should 
fix the tax so far as possible. At present it is fixed by tho executive, by 
tho Settlement Officer and the Government. Tho idea is that somehow 
or other under tho law tho fixation of maximum rate could be brought pretty 
cloSelj^ under tho control of tho local Legislative Council. The idea of tho 
committee is to try and got some means of inserting provisions in the laAv 
which will enable that to be done. At present when the legislative body fixes 
the rate of income-tax, it fixes fairly well what a man has got to i)ay. If 
his income is Rs. 5,000 ho pays so much; but the extent to which any pro- 
vision in tho law at present fixes, tho pitch of the assessment is veiy small 
indeed. All that tlio law says is that in fixing the assessment Government 
shall take into account tho profits on agriculture. That goes hardly any 
waj' towards fixing whether tho assessmont on a particular individual’s 
land will bo Rs. 5 or Rs. 10. 

Q. — ^But you have a rulo which practically makes it a foregone conclu- 
sion that yon will take 33?, per cent. 

A. — ^Wo do not by any means always take anything like 33} per cent. 
In Gujarat, for instance, taluks aro being resettled without any increase 
being taken at all ; that means that they were rather heavily assessed before. 
In the Deccan, on the other hand, where assessments aro pitched much lower, 
wo might increase it up to 66 per cent or indeed far more to bring tho 
assessment up to the Gujarat pitch, but this rule prevents us from doing it, 

Q. — ^You gave us tho example of the rates of income-tax. 

A. — ^By income-tax, I meant that when you fix the rates at which income- 
tax is to 1)0 levied, the solo thing that remains is for a man to give a 
return of his income. 

Q. — ^Wlion the rate of income-tax is fixed, it is fixed for the community 
as a whole; how aro jmu going to do that in the case of land revenue? 

A. — I think myself that it is impossible to bring land revenue under 
statutory rule to the same extent ns ordinary taxation : the suggestion I my- 
self made was that, ’f the Legislative Council really wished to keep anv con- 
trol over this, they would have to appoint a small committee to "sit in 
Vl-nO 



394 


consiiltatfon iritli Gavei-nniont in cliscussinK sottlomoni rcporis, and tho 
Commitloo ought, in coiirso of time, to nequiro tho nooesqary loclinical 
hnowlodgo — hecauso sottleinont is an cxtroincl.v tochnioal thing — and tlio 
Legislative Council itself, as a body, would Icnow nhsohitoly nothing about it, 

Q. — ^^Youkl you give that Conuuittco statutory’ powers? 

A. — ^No. Tho decision of Govorniuont would always liavo to bo made 
final, also non-appcalahlc to tlio Courts of Law; tliat would have to ho 
provided. 

Q. — Can’t you do all that without any amendment of tho Act? Under 
tho present constitution you can appoint a Land Uevenuo Committee. 

A. — Ton can certainly do it, hut there arc many way.s in which you can 
make tho law more precise than it is now. For oxamido, you can put into 
tho law the executive rules under wliicli we now work. For in.stanco. there 
is no security in the law that tho increase will not exceed 33J per cent. 

Q.— Ts it not prohahlo that, if you put such a proposal before tho 
legislative body, tho 331 l)or cent would ho reduced to something considorahlv 
loss ? 

A. — It is not at all improhahle. hut that is now what they are working 
at. 

Q. — ^M’ouldn’t that rather bring your resettlements to a close? 

A. — They are all hold up at present under a resolution passed by tho 
Council that no resettlements should he introduced until (ho principles for 
tho fixation of the jiitch of assessment have been ]nit on a statutory basis. 
They have been hold up for two to three years, and this Committee* is only 
just starting to examine witnesses. 

Q. — If you limit tho increase, you will get to the position that you 
can never bring land revenue into a uniform ratio to tho rents. 

A. — That is tho great difficulty at present. In the Deccan and in 
Gujarat, the jiitch of assessment is very different and even with the 331 per 
cent wo cannot get tho Deccan rale juit up on a fair level with tho Gujarat 
assessment. 

fiiir Pcrcii Thomp.tou. Q .‘ — Ruppose you have some land which is classed 
as '36 annas’ soil and you find that the rent paid is Us. 9 an acre and'that 
you arc charged for your land Its. 3; that means that your figure of classi- 
fication is just one-third tho rout. Suppose you come to tho conclusion that 
that is about the pitch you are going to take, and then you go down to 
tlie other classifications, and there again you find that it is about one-third; 
I think you would leave these assessments as they stand. You would then 
have land revenue definitely fixed at one-third tho rental value, subject 
to the two disturbing influences of limitation and enhancement. That is 
to say, you would fii'st arrive at the rental value and then decide to take 
one-third of tho rental value ns tho land rovonuo assessment: is that fair? 

A\ — ^Yes, hccauso when land is let out to a tenant, Government have 
nothing to do with how tho tenant lives: this is determined by economic 
facts and the relation between landlords and tenants. Tho landlord lets 
out tho land to tho tenant and what tho tenant gels out of that land is 
his own livelihood 'yjfu.'! the cost of labour, etc. Then the rent ho pays to 
tho landlord is what is tho surplus after all this has boon taken out of the 
produce. Wo only look to tho surplus and take a certain proportion of 
that. 

T)r. Hq/der. Q . — ^You say that the tenants draw so much ns can keep 
them in a proper .standard of living; in are.ns whore the number of such 
tenants is very groat, is not there keen competition among them? 

A.- — It is true th.at you may have areas which are rather exceptional. 
In Eatnagiri, for instance, a great deal of money comes in from Bombay 
and, therefore, people requiring lands to cultivate are willing to pay higher 
rents. On tho contrarj’. in Ahmedahad it is difficult to got tenants and 
tho rents may ho low. But these are tomporai\v disturbing factors which, 
in coilrso of time, must even themselves out. 

Q. — That being so, your land revenue assessments must also ho higher 
in places like Eatnagiri. 

A. — ^Not necessarily. 



t^ir Fcrcij Thompson. Q . — Wo had one official ■witness the other day ■who 
distinctly told ns that the hind revenue assessment in the Bombay Presidency 
has no relation to the rental value. 

A. — ^That is wrong. We leave the landlords and the tenants to work 
out things between thomsolvcs, and after allowing for the livelihood of the 
tenants, for renewal of their implements, expenses of cultivation, etc., wo 
see what surplus goes to the landlord and Government claims a xiortion of 
that* up to a maximum of half. 

_ Q. — ^AVhat is the idea behind the limitation of the percentage increase, 
which scorns universal all over India? Take, for instance, a man who has 
ficen grossly imdor-a.sscs.scd to income-tax. If it wore found out, he would 
not only bo promptly pub up to the very limit of his liability, but they 
would try to got some arrcai's out of him, 

A. — ^Tho limitation was made, because it was thought that to levy a 
bigger increase would dislocate the agriculturists’ “budget.” 

Q. — ^Does it not dislocate the income-tax payers’ budget? 

A. — Certainly; personally, I think that sottiements should bo at shorter 
pei-iods so that you would have much less dislocation. 

Q. — ^In cases where the incro.aso is felt to be too much, should it not 
bo iirovidcd that the increase .should be made gradually? 

A. — ^^it iircscnt we levy an increase u]) to 25 per cent for the first two 
years of a new settlement, i.c., 4 annas in the rupee; for the next two years, 
8 annas in tho rupee, for the following two years, 12 annas in the rupee, 
and thereafter the full increase, .so that wo go up liy steps of 25 per cent 
every two ycai's. This iiroceduro might bo extended and at the same time 
tho 33 per cent limit swept away. The change in tho vmhie of money 
during tho War has aggravated this difficulty. Had it not been for that, 
the 33 per cent limit would not have been felt as tlie great obstacle to a 
fair assessment it lias proved to be. ft is a curious thing that in sanctioning 
tins change the Socrclnry of State for India said that it would not bo 
suitable in case there any considerable fall in the value of money had occurred. 
_So that it would be quite in accordance with the sanction of the Secretary 
’of State if wo neglected it now, but Government does not care to set it 
aside. 

Q. — Supiiosing tho Government of India and tho Government of Bombay 
came to tho conclusion that tho ‘present system of land revenue should be 
improved and that a tax .should bo imposed on annual values, do you tiiink 
you could have a system of that kind by abolishing tho 33,’, "per cent 
limitation? 

A.— Yes. 

Dr. Paranipijc. Q. — From your .settlement "reports I observe that you 
have collected a lot of statistics about the .sale prices of land; what is tho 
object of these? 

A. — ^Tho object of these is to supplement and confirm the statistics about 
leases because people generally jnirchnse land for a return which is not far 
different from tho prevailing market rate of intore.st. 

Q. — I know of imstances in tho Bntnngiri district whore lands purchased 
would not even fetch 2 per cent interest. 

A. — ^Yes, owing to money pouring in from Bombay. If any one wants 
A piece of land there, ho is preiiarcd to pay for it far more than its actual 
worth, 

Q. — Tho sale prices, therefore, arc not the determining factor, because 
people pay prices entirely out of all proportion to tho return that can bo 
obtained fi-om the land : that is especially so near big towns. 

A. — ^Yes, where land is bought from considerations other than agri- 
cultural. 

.Q. — Do you also consider price levels in your settlement operations? 

A. — ^Thoy are used as corroborative evidence. 

Q. — ^Isn’t lotting value tho main consideration? 

A.*— Yes, that is tho main consideration now. 
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Q. — Do j'oii tulvo tlio avcrugo of tho lotting value over a series of years? 

A. — Generally not, bqcause rents are very stable. Though prices may 
increase, rents do not jump up, they foliou- any chan go in the value of 
tho outturn slowly. 

Q. — Although rents arc fixed at a certain figure, do you know that in 
practice they are reduced in had .season? 

'fc 

A. — ^To some extent, there arc .such cases. 

Q. — Do you take this fact into account? 

A. — ^'I’liat is automatically taken into account by our su-spensions and 
remissions. 

Q. — You suspend only under certain conditions? 

A. — 'J’heso suspension.s and rcmi.ssions of j-ent are the same. 'J'ho rent 
is not remitted at once, just as wo suspend, the landloi'd docs tho same. 
11 there is no rent, there is no asse.ssmcnt; it is a wiiie-out. 

Dr. llyclcr. Q. — Suppose the land revenue which a man has to pay 
is Its. 8. On account ol the failure of the monsoon, half the assessment 
is suspended by Government and tho man has only to pay half the assess- 
ment for that year, via.j Es. d. 11 ho cannot pay even that Es. 4, is 
it a condition of the remission that he should pay tho whole assessment? 

A. — 1 do not think so. The half that is suspended hoeomes authorized 
arrears and tho other Es. 4 unauthorized arrears. .. 

' The rrcsidenl. Q. — Your suspension is till tho next year* and the 
‘payment of tho suspended revemio is again controlled by* rules relating 
to tho output of tho crop for tho second year? 

A. — ^Ycs. 

Q. — ^You don’t collect it unless it is 12 annas? 

A. — On a 12-anna crop, a man is liable to pay double tho ju^essment 
(if one whole year’s assessment has been suspended), and on an 8-anna croji, 
ho will pay one and a half times the assessment. 

Dr. ilyder. Q. — Do 1 take it that your idea of a scientific land 
revenue system is that tho land rovonuo should hear a definite iiroportion 
to tho rent and this iirojiortion should ho. uniform all over tho Presidency? 

A. — I have not got any absolutely definite opinion on this point, hut 
1 am rather inclined to think that it should he soj also that an income-tax 
shoiild ho p^it on agricultural incomes t.) introduce the necessary progres- 
sion. It is, of course, a very difficult cjuestion. In doing this,' wo leave 
out entirely tho jirofit to tho owner-cultivator. ’J’hat is to say, if a man 
is a tenant, ho pays a suriflus to his landlord and out of that, tho landlord 
pays the assessment and pockets tho rest, hut if tho man owns tho land 
liimsolf, ho imckcts tho profits over and above his living as a tenant. If 
you look to tho extent of profit on “unit” holdings, they vary greatly in 
different places, say, in East Ivhandosh, Ahmodahad, etc. - 

Q. — Could you give us any rough figures of tho iirofils of cultivation? 
Woirid they ho Es. 2,000 a year? 

A. — The profits might ho that on sugarcane land under a canal. They 
aro nothing like Es. 2,000 or oven Es. 1,-500 on other lands. In Sholapur, 
for instance, if you tako the averago assessment as a rupeo per aero, aiul 
the rent five times tho assessment, tho landlord pays one rupee out of five, 
so that four rupees an aero is his profit. If a man cultivates 20 acres, 
his total surplus is Es. 80. On richer soil, for instance, in Bolgaum, 
the average assessment would ho, say, Es. 2 an acre, and tho corresponding 
surplus would he Es. 160. 

Q.— In calculating tho surplus, do you make full allownaco for all the 
cost tho cultivator is put to? 

_A..— We do that necessarily. 

Q_Is the tenant considored to Uvo with his family? 

A— Yes a family of four or five. If a tenant only cultivates 2 acres, 
ho does not ’get his living out _ of it. If ho can get a living by cultivating 
20 acres, lie gets a tontli of bis living out of two. 
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Q. — Q. 9 : you say that you omit opium, customs and exciso 
from coiisidoratioii and attempt a division after dividing your ijopulatiou 
into city poi)ulation, town population and village population. Is there 
a profession tax in the Bombay Presidency? 

A. — ^In some municipalities there is, in some notr 

^ The Vrcsidcid. Q. — There are only five municipalities that get an 
income of more than a thousand rupees per year? Poona and Ahmedabad 
aye the only municipalities that have anj' considerable amount of collec- 
tion? 

A. — I don’t know; that is not my subject. 

Dr. Uyder. Q. — ^You say that “the lowest class pi-obably cscai)es the 
brunt of municipal taxation”. Bo you refer to the labouring classes? 

A. — ^Yes; the brunt of municipal taxation is gcncrallj' the house tax 
on rental value and these ijcople generally live in houses which cscaim that 
tax. 

Q, — Have you any exemption limit? 

'A.— Yes. 

Dr. Varan} i>yc. Q. — Tlio house tax is 'not oven half the total income 
of our municipalities. Is not octroi the main income? 

A. — The income from octroi probably exceeds that from the house tax, 
but house tax is a big item. As regards octroi, the question is how much 
each man contributes according to tho method of his living. I do Jiot 
pretend to bo an expert on that subject. 

The President. Q. — Is not octroi in some i)laccs mainly levied on a 
main staple, such as cotton? 

A. — That depends on tho proportion of expenditure on clothes. The 
labourers mostly spend tho largest part of their income on food aixd not 
on clothes. 

Q. — Is food gonorallj' subject to octroi? 

A. — There is an octroi on various grains, but I am not sufficiently 
export to go into that question in detail. 

Dr. Dydcr. Q. — Is it practicable to divide tho population of tho 
Presidency into classes with different amounts of income? 

A. — I suppose that, if you had a collection of budgets, you might be 
able to see (ho pitch of income of the various classes and bo able to tiisddo 
it in the way suggested. 

The P'lcsidcnt. Q. — Can’t j’ou- tell us by a rough general indication 
what taxes affect them? For instance, classes (3) and (4) practically con- 
tribute only to tho salt tax: they also pay a little cotton excise duty and 
customs duty on imported cotton. 

A. — ^I'es. I certainly adjnit that there is difficulty in attempting 
anything precise. In order to paj^ a tax, they must use articles on Avhich 
there is an element of tax. 

Q. — Probably that would not bo nuich more than tho salt duty and 
the customs on kerosene oil and matches? 

A. — ^Ycs. 

Q. — ^I'hcn you come to the money-lenders and tho employer industri- 
alists, who do not pay income-tax. Does that class pay more than tho 
poorest class? 

A. — ^Perhaps in the matter of clothes they do. 

Q. — AVe are told that this is a class which escapes paying its due share 
to tho State. 

A. — li^^’cll, I should say that is pi’obably true. That did not strike mo. 

Q. — ^Above that, you have tho landlords and the cultivating tenants 
whom you would assess to income-tax over and above the land revenue? 

- , A. — ^Yes. 

Q. — Have you read Dr. Mathai’s iiroposal that you should havo a 
graded surcharge on the land revenue? 

A.— No. 
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Q. — i)r. j\iatiiai’s proiiosalj as I understand it, is that aS tlib amount ot 
land revenue a man pays increases, you u'ould add this graded surcharge. 
On the first Bs. 1,000 it would be 10 per cent; on the second Bs. 1,000 it 
would bo 20 per cent. 

A. — I should certainly agree to that, but considering the dilToronce of 
rates of income-tax, does not that amount” to much the same thing? 

Q. — ^^Ve are told that it would be extraordinarily difficult to ascertain 
■ agricultural incomes. 

A. — I think you can ascertain them just as nearly as other incomes, 
and in fact in my opinion it is rather easier. You have got the ci'ops in 
the fields and you have got the rents. 

Q. — ^IVon’t it come to this : you assume a proportion of rent to be the 
income ? 

A. — A landholder who gets an income of Bs. 2,000 is in this part of 
the country comparatively a big landholder and he does not cultivate the 
land himself, and you could therefore generally take rent minus- assessment 
as the income. 

Q. — He would pay an income-tax and his land revenue. 

A. — He lets out the land, and he gets rent. You deduct the land 
revenue assessment from the rent and you get the income. The number 
of assessees will be very small, and the individual payments would be fairly 
high. 

Sir Percy Thompson. Q. — Do you really think it right, even if it is 
practicable, to graduate land revenue? You j’ourself have stated that 
it is a share of the rent. Now rent is rent, and you do not graduate 
rent. The landholder does not graduate his rent; ho does not collect less 
from a poor man than from a rich man. Except in Australia, where 
there is a recommendation to abolish it, I do not know if in any country 
in the world it is graded. 

A. — I agree with that and that is ivhy I propose the income-tax, for 
there you have simply to consider what a man’s income is, after deducting 
the land revenue. 

Q. — But there you get an entirely different result. A man who gets 
Bs. 100 from land may pay more than a man who gets Bs. 1,000 from 
land, because he might have other income. 

A. — But still I think that you must regard the two (land revenue and 
income-tax) as separate. I regard land revenue historically — and certainly 
it ought to be according to sound economic theory — as Government’s share 
of the rent. The old Bombay Begulations on the subject si^eak of Goveiai- 
ment’s “right” in the land and not of a land tax. * 

Dr. Hydcr. Q. — You regard Government as part-owner? 

A.— Yes. 

Q. — Are you aware of the despatch of -Sir Chai-les Wood sent in 1856 
and the desi>atch sent by the Court of Directors before they handed over 
the Government in 1857, and later on the declarations of Government, in 
whicli Government disclaims all manner of ownership in the land? You 
still maintain that historicallj' land revenue is rent? 

A.— I am not aware of these references. I should not, in any case, rely 
out-and-out on history and for that reason I said “and certainly it ought 
to be on sound economic theory”. 

The President. Q. — ^May I take another subject and ask you to give 
an exposition of it? That is the taxation of non-agricultural land. Under 
your Land Bevenue Code, section 48, land revenue is levied vdth reference 
to the use of the land (a) for the purpose of agriculture, (b) for the pur- 
pose of building, and (c) for a purpose other than agriculture or building, 
and whore land assessed for use for any purpose is used for any other 
purpose, the assessment fixed is liable to be altered before the period 
for which it is fixed expires. The position is peculiar in your province. 

A. — I do not know. 

Q. — Could you give us an idea of the different classes of non-agri- 
cultural land? Have you freeholds? In Bombay city, I think you have 
some. 
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A. — do not. understand tlie tenn “freeliold.” I am afraid I have no 
acquaintance iritJi tlie land s^-steni at Home; I Lave been concerned only 
■vritli Indian tenures. There is a groat deal of land vhich the people hold 
entirely free from assessment. 

Q. — ^You might call that “freehold.” Then you have the old village site? 

A.— Yes. 

Q. — Then there is agricultural land converted into village site? 

A. — Converted to non-agricultural use. 

Q. — ^Then there is land that once belonged to Government and has 
•been sold subject to imj’inent of a groiind rent? 

A. — Sometimes sold outright. 

Q. — Could you give us an idea of the nature of the assessment to land 
rovoniie of each of these four classes? Wo might begin with freeholds, 
that is land on wliich Government have parted witli its rights or given 
a grant, or its purchaser has lieen given a grant, such as you have in 
Bombay city. 

A. — Government have a legal right under the law to assess it if the 
exigencies of the State so require, but so far no practical step in this 
direction has been taken and the people simply hold the land free of 
assessment. 

Q. — The only tax which they can be made liable to is the municipal 
tax? 

A.— Yes. 

Q. — ^IVhen yon discuss the question of the taxation of undeveloped land, 
that does not cover the freehold? 

A. — Undeveloped land is gonorallj' agricultural land. 

Q.' — Our discussion is confined to non-agricultural land. Even if a 
man had a large area on freehold in the heart of Bomba-y city which 
he would not develop, you would not propose to deal with him at all? 

A. — There was no iiro^josal to deal with that matter : wo Jiever camo 
across any such case. No such case came iip in the discussion between 
the Coinmi.ssioners. Peihaps that is because it concerns Bombay city, and 
tlie Commissioners have to deal onls' with the rest of the Presidency. 

Q. — ilay I take Poona city? Suppose a man has a large piece of 
land in the centre of the city. None of those proposals would affect that 
at all. 

A. — No. The matter is only under consideration of Government, but the 
Commissioners have stated that they are in favour of taxing land which has 
been held- back, but they say that the thing has not been tlioroughlj' and 
regularly enquired into. AVe do not know enough about the subject and it 
requires to be taken in hand before any precise proi)osals are formulated. 
That is how the matter stands at present. A joint report of the Com- 
missioners regarding non-agricultural assessmont is on its way to Govern- 
ment now. 

Q. — The matter is still oi^en? 

A.— Yes. 

Sir Percy Thompson. Q.— AYould the proceeds of that tax go to the 
municipal or the iirovincial exchequer? 

A.— That has not been decided yet. Tlie idea is to take it for Govern- 
ment. 

Q.— YHiat is the meaning of your replv to Q. 103: “On building 
land in this Presidency the general practice is to levy 6 per cent on half 
the revenue free market value of the land guaranteed for 50 years”? 

A. — ^If a man applies for permi.ssion to build in the neighbourhood of 
a town, this is how we fix the rent he i- going to pay. 

. thought you had already dealt with that. What is this land 

which you have been referring to proposals to tax which have not yet 
come into operation ? 

A. — That is land which is ripe for development, which people want to 
build on and is required for the development of the city, but which the 
owner will not develop and will hold it as agricultural land waiting for 
ten years or so to got a bigger price. 
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Q. — ^^Vliat is the other land? 

A. — ^Land -which is actiiallj’ being hiiilb on or land for -n’hich permis- 
sion is applied for to build on. _ 'When- the man applies for permission to 
build on land -which is near a city -we tell him, “You may do so, but the 
assessment you -n'ill iiay hereafter on that land -will he 3 per cent of the 
full market value of that lan-l.’’ 

The Prcsulciit. Q.— We have dealt -^vith freeholds. Then you have 
village sites -which were given originally free for non-agricultural use. 
Do you propose to tax that? 

A. — No. People retain their rights to hold the sites revenue free. 

Q. — Then you have agricultural lands -vvhich might he converted into 
htiilding sites. You have got two rules. There is the 3 per _ cent rule 
and another rule under which you classify the land. To which classes 
of cases would each of these. lailes apply? 

A. — The 3 pev cent rule applies to lands situate;d in places where 
there is an active demand for land, for building sites' or for any other 
non-agricultural purpose that it happens to bo required for. The other 
rule would apply to villages where there is no active doma-nd. The vil- 
lages are divided into five classes and an assessment is fixed in each case. 
When a man applies to build on his land — it is veiy seldom done where 
there is no demand for building sites — the rule lays down a maximum assess- 
ment of so many rupees or so many times the agriculttiral assessment, 
whichever is greater. That rule is just on the point of being swept away, 
because it is now i-ealized that the value of Land for building has no I'elation 
whatever to its value as agricultural land. Wliat is proposed to be bi'ought 
into force generallj' is what has jiracticallj’ been brought into force in the 
Poona district. Standard rates for non-agricultural land will be fixed for 
every inch of land throughout the district; a district map will be kept 
showing what the standard rate is in each of the areas. Of course, the same 
rate will not be suitable for eveiy plot of land in an area for which a 
particular standard rate has been fixed, and a certain amount of discretion 
must be given to vary that standard rate. The pi-oposal before Government is 
that these standard rates should be revised every five or ten years, hut if 
a man applies for permission to build on his land, ho gets the standard rate 
in force on the -date of his application guaranteed to him for the next 
fifty years. 

Q. — The reason for which change is that the land is put to a different 
use from the one for which it was originally granted. Now, the old 
village site was granted as an appanage I'o the eultiv-ating fields. Govern- 
mo7it as a good landlord gave it to its tenants. 

A. — He got it free. 

Q. — ^Idas not that also been converted into .another uso if the vill.ago 
becomes a town? 

A. — Yes, but there has been no attempt to uso that argument. 

Q. — Logically it would be the same case. 

A. — think it would. But there arc exceptions whore land in a vil- 
lage site pays assessment. 

Q . — 1 think your predecessor i.n noting on this makes a remark: 
“In my opinion we have i-eached that point long foreshadowed in many 
pronouncements, when this general exemption of village site lands will 
have to be cancelled and a proper taxation levied at least in resiicct of 
.all future increments in value, and when, in Bombay city and other cities 
where land is held on pepper corn rents, measures will have to he taken 
to secure for the public their just share of the unearned increments.” 

A. — T fully concur with that theoretically to lev 3 ' assessment on the 
increase in value. But the difficulty is practical: j’ou have got to fix the 
value now and find out what it is ten j-ears hence. 

The Maharajadhiraja Bahadvr of Jiiirdwan. Q. — ^Another difficulty is 
that, with the exception of Bombay and Poona, the village site on which 
the village has grown with the arable lands round about, may have been 
granted free to induce the growth of the town or village as the case may 
be. A village, with a clump of five buildings forty or fifty j'oars ago, 
maj’ have now grown up into an industrial centre. How are you to assess 
the present value of the sites granted free forta^ or fifty years ago? The 
circunist.ances.ma 3 ’ be different in the case of a city like Poona or Bombay. 



A. — I should not advocate assessing it now. You can certainly put 
■ on a tax on future increments in value. In an industrial town of an.V 
size we have a citj^ survey where all the leases and all the transactions are 
entered giving details of value, etc. In all those places we shall liave a 
A’-ery good guide to ascertain the increase in value. 

Q. — Suppose originally when the Aullage sprang up the land was given 
free. An industrial city has grown up there. The municipality will pro- 
babl 3 ’- be able to leA'j' a sort of ground rent or a rate for buildings. But 
how would jmu be able to levj’ a ground rent, when jmu have given it free 
from revenue? ’ 

A. — ^The President has supplied the answer. The land was given for 
a particular use — ^to bo used for cultivation — but it has been converted to 
a different use. The condition on rvhich the land was granted has been 
broken. 

Q. — I quite follow tliat. I am really supplementing the' President’s 
remarks. It maj’ be quite true that the original villager is no longer 
there : he ma.v bo extinct. It may be equally true that the arable land 
round this village site belongs to other people. But possession being 
nine-tenths of the law, how are. you going to assess the land Avhich has 
been paying no revenue for number of 5 ’earsp 

A. — There is nothing to prevent it. 

Q. — The laAv? 

A. — The law allows it. 

Q. — Ordinarily 12 years’ posse.ssion without paying anything makes it 
practically i’ont-free. 

A. — T think I am correct in sajlng that there is no difficulty in law. 
Ever since Regulation XVIT of 1827, it lias boon made clear that GoA'ernment 
retains the right to assess land hitherto hold free of assessment. 

The President. Q. — ^Thore is one important class of land, land at the 
disposal of Government. 

A. — For non-agricultural purposes? 

Q. — ^^Vhat'you call nuzid land. 

A. — Assessment is determined just as assessment on the converted land 
will he. 

Q. — ^You do not applj’ the 1895 rules under which you sell the land 
by auction subject to a rent rrhich is just short of the rack-rent? 

A. — Ordinarily, the rule is that the lands Avill be sold by auction, and 
the Collector fixes the standard rate. In Poona it might be Rs. 120 an acre 
or Rs. 60 on half an aci’C. 

Q. — The standard rate rvmdd ho the standard rate for agricultural 
land commi'tod ? 

A.— Yes. 

Q. — ^You do jiot ti\y to got a practical rack-rent? 

A . — '\Ye fix the assessment, .and it is put to a?iction, and the highest 
bidder gets it. 

Q. — ^Ahd that standard .'ate is h.xed for fifty years? 

A.— Yes. 

Sir Percy Thompson. Q. — Su^jposing your Rs. 60 is very much less 
than a rack-rent, Avith the result that it fetches a very large capital sum 
at' the auction. That capital sum is enlirel 5 ' Aviped out at the end of the 
-fiftj' years. And at the end of fifty' yoai's, you say that the rent of Rs. 60 
is ridiculous : it should be Rs. 600. 

A. — take onlj’ half the increase. That is, 3 per cent on the full 
market value, or 6 iior cent on h.alf the market value. IVhen the assessment 
is i-evised. Government takes only half the increase in value and leaA'es the 
other half to the fortAinate OAvner. The rate of 6 per cent is subject to 
variations under the orders of GoA'erninont, in accordance Avith the market 
rate of interest. 

Q-— With reference to Q. .38 you say yoAA AA'ouId not object to cancella- 
tion of the exemption of agricultural income from income-tax proA'ided 
the proceeds go to the Provincial GoA-ernment. If there is a case — 

vr— 61- - ' 
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it may bo right or wrong — surelj’ if there is a case for the Central Govern- 
ment taking the tax on income which is produced in this province, it 
would apply equally to income which is produced in this province from 
agriculture and from industries. 

A. — You may call it income-tax, but it must come out of the surplus 
yield from . land after paying land revenue : and therefore it belongs to 
the Local Government. 

Q . — For *tho piirposes of determining the profits for income-tax, you 
will have to determine it on what is left after the land revenue is paid. 

A. — ^Yes; I think so. It is ono possible way of dealing with the land 
revenue so as to graduate it. 

Q. — My idea is that it is the wrong way to do it. 

A. — That is the simplest way possible, because if you want to have r. 
graduated land revenue it really becomes very difficult to got at a fair per- 
centage in eveiy case. The fairest wa3' is to ]nit on the income-tax on what 
is left over after the land revenue is paid. 

The President. Q. — ^You just agreed that this is entirely difforen.'. 
from the incidence of land revenue. 

A.— It is different. But wo have to be practical and take into con- 
sideration tho difficulties in such a method of taxation. 

Q. — You regard tho return on tho land as a provincial asset and it is 
wh.v j’ou suggest that method? 

A. — ^That is the view I take. 

Sir Pcrc}i Thompson. Q. — Yes, but tho proper way is to increase the 
pitch of tlie land revenue. 

A. — ^But you must have a limit to the pitch of land rovenuo on n 
small holding. 

O'—If you lot off tho small holder, wo aro told it will encourage 
fractionization. 

A. — ^You would have to start on a unit holding. Then you should work 
up from that, I agree it would induce fractionization. 

Q. — To a* certain extent the land, revenue in England is comparable to 
tho land rovonue in India. In 1898 Sir Michael ITicks-Beach introduced 
a provision by which land held bj- persons with income bolow £100 was 
exempted from land tax and if tho income was between £160 a7id £400 tbo 
land tax was halved. He afterwards admitted that- tho provision was a great 
mistake. In Australia, tho Boyal Commi.ssion unanimously agreed that tho 
graduation of the land tax should bo abolished. 

A. — I think the most practical waj' is to charge income-tax on agri- 
cultural incomes. This is tho mo.st convenient way of graduating the 

burden on various grades of landlords. 

Q. — Can 5'ou suggest any other alternative? "Would you agree to 
collecting the ’ income-tax on agricultural _ incomes centrallj' and not to 
make a specific allocation of it to the provinces but to allocate a certain 
portion of tho total amount of tho income-tax to tho provinces? 

A. — have not considered that. But I think provided you allocato 
tho same amount all lound, Bojubaj’ will bo ver.v glad to have it, Bombay 
very much wants a reasonable share of the income-tax. 

The President. Q. — In reply to Q. 89 you say. “The stamps col- 

lected ought not as a matter of course to paj' for the cost of courts in- 
cludbig pensions of officerr and capital cost of building.” "Wh.v should 

you collect less court-fees than the courts co.st you? 

A. — That is rather a theoretical matter. I think it would iJo only fair 
if a man gets jxistice quite free of anj’ charge at all. Theoreticall.v, I do 
not see any reason why 3-011 should not dispense justice free. 

Q. — It means that the general tax-payer will have to pay for the 

litigants. Do you not know that litigation is resorted to as a luxury? 

A. — ^Yes; but I say it does not necessarily follow that rovenuo should 
balance cost. After considering all these things, the resulting conclusion 
as to the relation of cost and revenue need not necessarily bo that tho ono 
must balance tho other. I am speaking from a theoretical point of view. 
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Q ,-. — It lias been suggested to tis that in certain class of suits, the filing 
of which implies that the man has g 9 t the ability to pay, which might be 
called luxury suits, it is peifectly legitimate to tax him. 

A. — it is in-acticable, I think it would be advisable. On the other 
hand, people may be involved in costlj’ law suits through no fault of their 
own azid against their desire. 

Q. — You have quoted hero from the budget speech of the Finance 
Member: “Our Administration of Justice costs us 76 lakhs aixl brings in a 
corresi^onding revenue of only 16 lakhs.” 

A. — That is simply a quotation from the siseech and I cannot say 
anything more on that subject.*' 

Q. — ^You arc in favour of making compulsory registration as a source 
of taxp 

A.— Yes. 

Q. — In reply to Q. 99 you say : "Discrepancies could be minimised by 
grouping the districts into homogeneous tracts, and dealing with the settle- 
ment of each tract within the shortest practicable number of years, existing 
settlements being extended so far as necessary to make them fall in abo.ut 
the same time. Of course, if assessments were revised solely on the basis 
of change of prices once every ten years, the discroimncies would practically 
disappear 5 but I do not advocate that, course.” 

A. — Tlie serious discrepancies are not the result of settlements being 
made over a long peiiod of years. They ai-e the result of the 33 per cent 
rule preventing us levelling up taluks which are assessed at far too low 
rates as comxiared with other tahiks. 

Q. — Is it not a fact that because commercial crops are being substituted 
for food croijs, land is giving a much higher return in the areas concerned? 

A.-;-Tliat is only a very minor thing. 

Q. — ^It would be quite possible under your system to level up laud 
revenue to a uniform rate? 

A. — ^Yes, if the 33 per cent rule is abolished. There exist outrageous 
discrepancies resulting in various waj's from this rule. You find in certain 
taluks that the grouping was wrongly done at the last settlement, or that 
conditions have changed; so that, for instance, some villages from a lower 
group, with existing maximum rate of 11s. 2-8 have now to be added to the 
highest group with existing maximum rate of Es. 3. The proper maximum 
rate for- the new group thus formed may be Es. 4-8; but the 33 per cent 
rule prevents the application of this rate. A maximum rate of Es. 4 would 
give an increase of 33 per cent in the villages of the old first group with 
existing maximum rate of Es. 3; but even this rate cannot be applied because 
the increase in the new group as a whole would then exceed 33 per cent. 
So, a rate less even than Es. 4 has to be adopted, say Es. 3-12. So, instead 
of a maximum rate of Es. 4-8 ^ rate of Es. 3-12 is forced on us. On 
the other hand, there may be a lower group with existing maximum rate 
of Es. 1-8 for which the proper new maximum rate is Es. 2; and this 
group therefore gets its full increase. Therefore the pitch of assessment 
varies in the most unreasonable fashion from group to group oven within 
the same taluk; and these discrepancies spread and increase from taluk to 
taluk and district to district, so that assessment may bo half the rent in 
one place and onl 5 ’ one-fifth in another. 

The Maliardjadhiraja Bahadur of Burdxoan. Q. — I take it that your 
idea is to tax agricultural income above Es. 2,000. 

A. — That is my idea. 

Q._ — ^Because he possesses laud which yields an income of Es. 2,000, 
you will put an income-tax over and above the land revenue he pays? 

A. — ^Yes. 

Q. — ^^^^Ult is your speci.al- ground foi that? I do not think in j-our 
jrnrts you have got the i)ormanent settlement. Your settlement is a' 
periodical settlement. In Bengal and Madras and certain jjarts of the United 


*Theso figures show the budgeted amount for the current year under 
Administration of Justice. Thej^ do not take into account the revenue de- 
rived from stamps. 
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Provinces, there is a general complaint, and the landlords are looked upon 
as absentee landloras. Light assessment is imposed on liini, ;ukI thcrelorc 
it is thouglit, quite justiliahlq to put an iueouie-lux on his agricultural 
income, ilore, in tlic case of lands JiahJo lor period icjil asse*.>nicnt, ndiat 
is j’our ground lor putting this tax-on agricidtural incoincP 

A. — The Government Jiavc gob a right in the land and uhen revising 
assessment, Government take their share. 

Q. — You Jrc not placing your land reveuno on one basis P 

A. — '\Yq should he graduating it to some extent. 

J)r. rannijpi/r. Q. — Supposing a man. say a jilcadci-, gels an income 
of Its. 5,000 from his profession and Its. 1,000 from land, will you assess 
income-tax on his total income of Its. 6,000? 

A. — 1 think that his income from his lands also should bo included 
like any other income. 

Q. — In Madras an administrative difficulty was pointed out that it 
would he difficult to find out his other income. I flunk Ihe village officer 
wUl ho in a position to know flic man and his other earnings. 

A. — 1 think it will bo ea.s.v for the village officer to gel the information, 
lie knows the people pretty well and can .say whether a man’s total income 
is likely to render him liable to tax and ho can supply the information as 
to income from land to the officer concerned. 1 do not think there is any 
special difficulty. 

Q. — Suppose a man owns land from which ho gets a rent of Rs. 40.. 
lie lives in Jlomhay and earns Rs. 2,.300 ns a clerk. 'J’his Rs. 40 will have 
to ho included for the purposes of income-tax. ’How will the incoinc-tax 
officer know that this Rs. 4U also is taxable? 

A. — T think that difficulty cun he got over in many ways. The vil- 
lage officer ivill have an idea of that man’s income. It is quite practicable 
to inform the income-tax officer of his income from land. It can ho made 
compulsory for any one who makes a return of his income for income-tax 
purposes to state what land ho holds. 

Sir Percy Thompson. — ^'riio Settlement Olficcr in Jladras said that it 
is impossible to furnish this information. 

Dr. Varanjpyc. Q. — Suppo.so a man holds lands in five different villages? 

A. — trace them out and consolidate them inlo one holding. I think 
the form is given as appendix to the letter addressed to the Com- 
mittee by Government. The village officeis prepare a systematic statomont 
each five years. 

The Presklcnt. Q . — You insist throughout that the land revenue should 
bo paid out of surplus. The income-tax itself is paid out of the s'uriilus 
income. 

A. — In assessing the land ret'onuc wo .deduct the livelihood of the culti- 
vator on the scale ol a te.iant, aba hi.s costs of cultivation, and levy it 
on Avhat remains over, which is the surplus. 

Q. — ^Tho point is that the two clirfrges are on the same surplus; one 
includes the other ? 

A. — Whereas the land revenue is purely a share of surplus, the income- 
tax is levied both on suiplu., proper and cost of livelihood. 


Mr. G. WILES, I.C.S., M.L.C., Secretary, Eiiiance Department, 
Government of Bomhay, was next examined. 


Written memorandum of ’Mr. Wiles, 

Q. 62. — am not an advocate ^of total prohibition, but it has been 
adopted by the Bombay Government as the eventual goal of their policy. 

(a.) I have not had the opportunity of reading Dr. jVIathai’s pamphlet. 
There is something to be said for (i) the graduated super tax on land 
revenue in a raiyatwari province, as tending to remove the reproach that 
our land revenue (call it rent or tax) is regressive in its in'cidenco. It would 



bo in e/lect an income-tax on aoricniciiral incomes; but n-ould aroicl the 
extraordinary difficulty of assessing agricultural incomes. The land revenue 
of this province is for the most imrt so light in its incidence that 1 think 
such a surcharge could in practice be imposed. 

The chief objection, to it is that the burden of the revenues of this 
province under the I’i’^sent settlement lies j^rodominantlj' on the rural 
poxiulation. Such a tax should, therefore, be accompanied by a corre- 
sponding tax on the urban iiopulation. But I am opposed to the surcharge 
on the income-tax proposed in (ii). The arguments against this surcharge 
have been referred to in the notes on page i!3 of the Aiinexure ivitli which 
am in general agreement. Much of the force of tlie objection against 
(i) would disappear if income-tax were made a provincial source. 

(b) Coming to the iiroiiosals of the Bombay Excise Committee, 1 offer 
tho following comments: 

(i) A succession dut 5 ' has, been aiiproved in theory by the Bombay 
Govcrnniont who have drafted a Bill. A copy of it has been supplied to 
tho Committee, 

(ti) A totalizator tax is about to be introduced. 

(Hi) Taxation of “futures” is a very difficult question. 'While 
I agree generally that such a tax is desirable and would be approved by 
public opinion, the practical difficulties are at present to my mind in- 
superable, though I believe that they can be oi-ercome in time. Speaking 
of the cotton trade, the only one of which I have personal experience, the 
conditions under which the future trade is carried on, there being for the 
most part no written contract but the entry in the broker’s books, make 
'evasion of any tax easy and almost inevitable. 

I am opposed to a percentage tax as being unsuited to the conditions 
of a ‘futures’ market. But some sort of graduation should be possible. 

(iv) Local fund cess is already ear-marked for the spread of 
compulsoi'y education. Nothing further can be expected of this source of 
revenue. 

(v) I hold the proposed employee tax to be impossible. Tho 
argument in its favour rests on the assumi)tion that all emplojmos drink 
to excess. Why not have a poll-tax stra ght away on the, ground that 
everyone is being so improved by the removal of the drink evil? It would 
bo no more unpopular. This sort of pin-prick direct taxation is to my mind 
the worst of all forms, 

(vi) A general transit tax is simply in effect a raising of the 
passenger rates, and must perforce 1)0 oljjected to by the railway authorities, 
who must determine their rates on a commercial basis. A surcharge on 
tickets could in my opinion only be justified to a limited extent to meet a 
local and definite liability, such as a great influx of pilgrims wliose wanls 
must be catered for by special measures. This could not justify the general 
imposition of such a surcharge by all local bodies to meet their general 
expenditure. 

(vii) Terminal taxes are already a definite source of Local Govern- 
ment i-evenue. They cannot be added to but must be substituted for an 
octroi which is the most usual form of local taxation. A terminal tax has 
already been introduced in Bombay city; the 30 lakhs which the Committee 
thought Bombay could obtain from' this tax in substitution for the excise 
revenue is a chimajz'a. 

Q. 147. — I agree that a theoretically correct distribution of taxes between 
the Federal and State Governments could be arrived at by a combination 
of tho three methods, 

Q. 1‘18. — Given a separation of tho sources of revenue, which has been 
introduced in India, under udiich (roughly speaking) the Central Government 
takes the indirect taxes leaving to Provincial Governments the direct taxes 
excluding income-tax, the tendency must be towards fluctuations, because 
indirect taxes for tho most part arc largely dependent on the fluctuations 
of trade. But the Centz-al Government in India has other resources not 
liable to such fluctuations. Thus the salt revenue does not fluctuate much, 
nor the opium revenue. Revenue from izosts and telegraplis and the mint 
must vary to some extent according to the conditions of trade, but the 
military receipts shozild not. Income-tax, of course, does follow very closely - 
the vagaries of trade ; but surely this !!?■ a condition of things which must 
apply very largely to almost any system dependent largely, as most modern 
governments are, on trade and iudustrj’. The sources of revenue open 
to the Central Government in India must certainly^ be more varied than was 
tho case in’ tho_ 'United 'States quoted in the question. 



Q. 149. — ^No. It is tlio essence of the Bombay complaint against the 
Meston Settlement that while it allotted virtually the whole of the direct 
taxation in India to the provinces, it excepted the income-tax, thereby 
cutting off from the Provincial Governments all share in the wealth earned 
by their industrial population. The case has been put so often and at su^h 
length by the Bombay Government in its official protests, that it is 
unnecessary to answer this question at greater length. 

^ Q. 150. — ^It follows from my answer to Q. 149 that I believe lhat 
it is practicable to arrive at a more satisfactory distribution, and I think 
this could be done in the manner suggested. We have agreed that separation 
of resources is, so far as it can equitably be followed, desirable (method o). 
But wo ask for a division of the jneld of the income-tax, as laid down in 
method 4. The manner in which this could be effected, whether by 
method 2, or by any other division of the proceeds, is a matter for detailed 
expert enquiry. So is the proportion of the allotments. 

Q. 151. — I do not think that it is essential that land revenue should 
continue to be a provincial source of revenue, but I agree that it is' 
desirable. The reason for assigning it to the provinces is that given in the 
question, namely, the close connection of arrangements for land revenue 
administration with the general administrative arrangements. But Bombay 
has administered its own land revenue policy for many years before 1921, 
although it was paying a share of its land revenue to the Government of 
India, and always resisted interference by the Government of India with iis 
policy. Therefore, I say that it is not essential to make lajid revenue a 
separated source of provincial revenxie. But I agree that it is desirable that 
it should be so, owing to the risk of interference in provincial administration • 
by the Central Government. 

Q. 152. — I accept this siatcment. 

Q. But I do no! consider that such export duties should necessarily bo 
allotted to the province of which they are the produce. For the reasons 
given in 'Q. 152, such duties' are peculiaidy suitable as a source of central 
revenue; and so long as the produce of the duties is required for central 
purposes, it should go to those purposes. If, on the other hand, the Central 
Government has sufficient funds for its purposes from equally unimpeachable 
sources, then I would agree that the export duties could be allotted to the 
particular province concerned. 

Q. 154. — I do not think that similar considerations obtain in relation 
to excise. I have not 3nade any particular study of e.xcise revenues, but 
I think that it would be impossible to separate the questions of rates and 
the local excise policy. Opium is a Central subject, and for political reasons 
may remain so. Bombay is little affected. But I do not see wdiat would bo 
the object of the suggestion made in the last sentence of the question. 
Foreign liquor is as closely associated with the local drinlc policy as country 
liquor, and must, it seems to me, be subject to the same local control'. 

Q. 156. — ^I accept the -first statement, though I think on the whole the 
reasoning is more applicable to income-tax than to succession duties. I can 
see no practical difficulty in a divison of the proceeds, and the only essential 
principle would seem to be how much does the Central Government want. 

I think the division of proceeds should follow in the first instance the needs 
of the Central Government, and that the balance should go back to the 
provinces in which the tax is collected. To my mind, although owing to 
the difficulty of collection -which has been referred to in the question it is 
convenient that the Central Government should administer the tax; both 
income-tax and succession duties are essentially provincial taxes. The actual 
distribution of the tax between federal and provincial can either bo a simple 
arithmetical division, or could be based on any other method such as has been 
suggested in other federal countries under which the Central Government 
takes the tax on incomes above a certain pitch and the Provincial 
Governments those below. 

Q. 157. — I do not think that similar considerations apply to stamp 
duties. On this point I agree with the conclusions of the Meston Committee. 
It is quite possible to make a distincton between judicial and non-judicial 
stamps, and I see no objection, if it were necessary, to allotting one to the 
provinces and the other to the Central Government as the Montagu- 
Chelmsford Report did. But non-judicial stamps are for the most part local 
in type, and there is no particular difficulty about the rates varying in 
different provinces, except ijossibly in the case of probate duties, which 
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are really succession duties. ^Tliese by-tlie-bj'e are included among court-fees). 
Even here tlie troubic could be got ever by making the diity applicable, not 
that obtaining where the probate is given, but that the province where the 
property is situated. 

Q. 160. — I agree with the first statement and with the second subject 
to the reservation that Local Governments must reserve taxation of land 
values, and would probably be unwilling to hand this over to local bodies. 
With the growth of industrialization the taxation of non-agricultural land 
must, or should be, a fruitful source of provincial revenue. As for remissions 
of income-tax, J agree with the conclusions arrived at on page 23 of the 
Annexure to the que<5tionnairc that surcharges of income-tax are in principle 
undesirable. TJiey arc, howev'or, extremeh’ convenient in that they avoid 
the maintenance by a local body of an expensive assessing establishment. 
But so long as the limit of exemption remains as high as it is at present, 
any such surcharge would leave untouched the groat body of small shoji- 
• keepers and money-lenders whose incomes are under Rs. 2,000 and who must 
bo touched’ bs' the local bodies if they are to obtain sufficient revenno. 
A business or profession ta.\. therefore, could seldom take the form of a 
surchai'ge of income-tax, and its assessment will be a matter of some difficulty 
to small local bodies. 

Q. 163. — Some of these enterprises, notably the post office, telegraphs, 
telephones, are essentially federal or central, owing to the necessity of 
extending their activity over the whole State. The rest are provincial 
oven local. Public utilitj' services, like water-.siipply, drainage, gas and 
' electric lighting can, when conditions are suitable, properly be undertaken by 
■municipalities. Irrigation is a proper object of provincial State enterprise; 
and T am inclined to support State enterprise in hydro-electric power schemes. 
Such schemes have a monopoly value which should properly accrue to the 
State, and there are many incidental advantages of State administration 
in the matter of land acquisition, disposal of rights of way and the Uko 
which would possiblj’ outweigh the usual objections to State business 
enterprises. Such schemes are of the utmost importance to the progress 
of industries, but the initial cost is usually so groat that it is often difficult 
for private enterprises to raise the necessary capital. 

Q. 168. — The land revenue establishment is not solely or even mainly 
emplo 3 'ed on the collection of land revenue and other taxes. Tt is a large 
ndmini.strative department connected with every phase of the administration 
apd performs multifarious duties which have nothing to do with the collec- 
tion of revenue. The question involves the assumption that the land 
revenue staff is a fixed quantitj* which remains unchanged while ihe 
functions performctl b^^ it may be reduced in number. As a matter of fact, 
ondng to the increasing complexity of the administration, the land revenue 
staff had now to perform far heavier duties than they did in the last century. 
Even as regards tax collection, the number of taxes for which they are 
responsible has remained practically the same, while their volume and the 
complexitv of their administration has increased considerably since the last 
centur.v. The only tax with regard to which the land reveime staff lias bo'^n 
relieved is the income-tax, but this is a very slight relief and is more 
than made up b.y increase in work in other directions. After the introduction 
of the Reforms, Government carefullj' considered the possibility of retrench- 
ment in tire land revenue staff, and considerable retrenchment was effected 
in the year 192T-22. The staff employed at present is by no means excessive ; 
it. is just sufficient to carry' out its duties. 

As to the undertaking by the land revenue .staff of other taxation 
functions, the an.swer to the question will depend upon the nature^ of the 
taxation and the duties to bo undertaken by the land revenue establishment 
with regard to it. If the duties are simple and _are akin to those n-ow 
performed by the Revenue Department in the collection of taxes, the agency 
of -the department may be more suitable than that of a special establishment. 
But if the duties are likely to be anything more than nominal, it may 
require an increase in the staff. 

Q. 169.— Since 1st April 1924. the Salt and Excise Departments have 
been separated in the Bombay Presidency proper ns distinguished from 
Sind. The bVeak-up of the estahiishnients has not resulted in any' decreased 
efficiency' or increased expenditure. As a matter of fact, one of the objects 
of the separation was an anticipated increase in efficiency. As for the minor 
ports, their administration is under the Collector of Salt RevCTUe in the 
Pre.sidoncy proper, whereas it is under the Collector of Cu.stoms. Karachi, m 
Sind. The combination contemplated in the last sentence already exists, 
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Mr. Wiles gave oral evidence as follows 

The President. Q. — ^You aro tlio Finance Secretary, Government of 
l^oinbay P 

A, — ^Yos. 

Q. — ^Yon n’ere at one time Ciiairman of the Cotton Contracts Board? 

' A. — That is so. 

Q. — IMay I ask you vhat the Cotton Contracts Board was and how 
Act XIV of 1922 came to be passed? 

A. — ]t was brought into force in 1918 by the Government of India 
by an executive order — by a Bogulation under the Defence of India Act. 
Owing to the series of crises in the cotton trade in 1918, the Bombay Associ- 
ation rather lost control of the situation and asked that a Government 
body shoxjld bo appointed to control the trade,*' Tlie Cotton Contracts 
Committee was apiiointed under this Eegulation of the Government _ of 
India. There were two bodies in Bombay — one was called the Association 
and the other the Exchange. They worked in conjunction in some res- 
pects and in opposition to each other in other respects. The _ Boaid 
functioned for about three years and with a view to the establishment 
of an independent Association, they made verj' considerable efforts to arrange 
some sort of agreement between the various bodies of the cotton trade ; 
blit were not very successful. An Association of sorts was started, but 
after I ceased to i)e fhc Chiarman of the Committee, there was another 
crisis. I was called in again to take charge, and po%mrnmont _ inter- 
ference lasted for about six 2 nonths this time, and during that period wo 
succeeded in getting the various. ])arties to come to an agreement or compm- 
miso and wo started by voluntary effort the East India Cotton Association 
which is now functioning. And in 1922 the Local Government passed legis- 
lation virtually giving a charter to that body. The brokers of that Asso- 
ciation aro the only people who can legally deal in cotton. 

Q. — A war measure in a sense? 

A. — It was called a war measure and the original regulation was i>ass- 
ed under war legislation. But it was not really a war measure. 

Q. — It was to prevent a crisis arising out of gambling in cotton tran- 
sactions? 

A. — I suppose the prices of cotton were being unduly influenced by 
war conditions. The price of ‘Broach’ cotton rose from. 300 to nearly 900 
in a few months. 

Q. — The situation was moi-o or lo.ss similar to that which pi’cvails on 
tho Stock Exchange to-d.ay? 

A. — J .should think it was nioro .serious. 

Q. — ^^’’ou were a sort of official head to that body? 

A . — 1 was tho nominated Chairman and we had nominated unofficial 
members on the Committee. 

Q. — And now it is i^urely a non-official body? 

A. — ^Yes. 

Sir Percy Thomj^son. Q. — Is there an official Chairman , still? 

, A. — The Chairman is elected now by the Association. Ho has nothing 
to do with the Govei-nment at all. They ai-e given ijowers under the 
Act of 1922, under Avhich Government has to sanction all the rules which 
they may pp.ss before they come into force. That legislation ceases to 
function, I think, in October this year; but it can bo extended by an 
executive order of the Government of Bombay. 

T/ic President. Q. — In reply to Q. 62 you say, you are not an advec.ole 
of total prohibition. Do you think it will be at all practicalde ? 

A.— Personally, I do not; but it has been laid down as. tho goal to 
1)0 adopted by the Government of Bombay eventually. 

Q. — I suppose if the experience of the next few years .shows increas- 
ing difficulty in enforcing it, the goal will recede, 

A. — ^I should imagine so. 
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Q. — You say : “Tliere is soinefclnn.s; to be said for the graduated super- 
tax on land revenue in a raiyatwari ijro\’ince, as tending to remove, the 
reproach that oui- land revenue (call it rent or tax) is regressive iii its 
incidence. Tt v'ould be in effect an income-tax on agricultural incomes; 
but ivould avoid tbs extraordinary difhcrrlty of assessing agricultural in- 
comes”. Why do 'you say that there will bo an extraordinarj’ difficulty 
in assessijig agricultural incomes? 

A. — I vas referring to the great difficulty of arriving at the cost 
of production. 

Q. — A great part of the incomes would be simp] 5 '^ incomes derived 
from rents and ascertainable from the record of rights. 

A. — ^Yos; but not iji the case of owner-cultivators. 

Q. — But the number of owner-cultivators who earn more than Es. 2,000 
would be very small. 

A. — Quite so, if you have a high limit. On the whole, I do not favour 
this proposal. I do not think thei-e is any necessarj' relation between 
agricultural incomes and the assessments. 

Q. — You do not favour income-tax on agricultural incomes? And you 
pj'cfei Dr. Jlathai’s graduated super-tax? • 

A. — On the contrary, T would irrefer an income-tax if it can be worked. 

, T)r. Paro7ijpi/e. Q. — ^You say that "the chief objection to it is that the 
burden of the revenues of this province under the present settlement lies 
predominantl 3 ' on the rui-al population. Such a tax should, therefore, be 
accompanied by a coiTesponding tax on the urban population”. We were 
told the day before yesterday that the rural population escapes' taxation 
and the urban population pays a great deal. 

A. — ^That is true in respect of the total taxation, imperial and pro- 
vincial. 

Q, — ^That is what, after all, the tax-payer has to consider. 

A. — Quite so. I am dealing with the present settlement under which 
most of our provincial income comes from the rural population. 

Q. — ^But the tax-payer need not consider that. 

A. — Quite so; I admit that. But the fact gives us trouble politically; 
and makes it difficult to introduce fresh taxation. 

Q. — In other provinces we have been told that the towji people escape 
with a rather light burden, while the great burden is mainly on the rural 
classes. ' 

A. — 1 have got some figures worked out of the total incidence of taxa- 
tion, imperial and px-ovincml, on the jural as comiJared with the agricultu- 
ral population. I do not know whether thej' would be useful; I have 
not had time to verify them ; they were recently worked out in my 
office. The proportion of urban population to rural in this Presidency is 
as 22:78, whereas the percentage of ta.xatioji woj-ks out to about 60:40. 

Q. — ^You include land revenue? 

-A. — ^It includes ovei-ything; it also includes salt and cotton excise, 
the incidence of which is rather doubtful. It is worked out more or less 
on the Basis of proportion of population. 

Q. — Customs? 

A. — No attempt has been made* out to distriljJite customs, owing to 
the difficulty of .allocation. I omitted customs altogether; T have taken 
iiito consideration income-tax, salt and cotton excise as also land revenue, 
excise, stamps, scheduled taxes and the municipal and local boards’ taxa- 
tion. The total figure for the x)i'Ovincc is 25 crores. 

T/ie President.. Q. — Might we have a cop.y of that note for the pur- 
pose of comparison with similar calculalions which we are making? 

A. — Certainly. .... 

' * ' Q. — ^You don’t The the idea of a sui charge on income-tax? 

A. — It seemed to me tliat it would be dangerous to allow local bodies 
to meddle with that. 

VI-62 
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Q. — Only tlie Bladras Act includes provision for a surcharge on income- 
tax ? 

A. — Yes. 

Q. — And you don’t think that the income-tax payers and the smaller 
non-agricultural population ought to pay more than they do towards the 
local services? 

A. — I certainly think that the non-agricultural population who escape 
income-tax should. 

Q. — If there is a uniform surcharge on income-tax and it is collected 
by the income-tax staff, and the collection made over to the local bodies, 
would you have any objection to it? 

A. — should have no objection to that. Do you propose to come down 
below the Es. 2,000 limit? 

Q. — That would be another question. But whether they can do it 
or j'our land revenue staff could do it is the point. 

A. — I do not like the idea of income-tax being assessed by the local 
bodies, whether in addition to or below tho limit of the impei-ial tax. 

Q. — But as far as the income-tax-payers are concerned, you think it 
proper for the income-tax officers to collect the local surcharge as well? 

A. — I should have no objection to that. 

Q. — Most of the other i^rovinces have a license tax or a profession 
tax or something of that sort on the smaller non-agricultural incomes. 
It is rather conspicuous by its absence jn Bombay, except perhaps in a 
few cases; and one difficultj- is that local bodies have not got a proper 
.system of assessment. In the Punjab they have appointed a special staff 
of pensioned officers. But it has been suggested that it might be collected 
by the general tax-collecting staff, in other words, the land' revenue 
establishments. This idea of ti-ying to bring' home to the local bodies 
the responsibilitj’- of taxation by making them collect is not reallj' sound 
in principle. 

A. — I think we ought to try and keep the local assessors beyond the 
reach of local persuasion. We don’t want any interference with the 
collecting agency on the part of the local body. 

Q. — ^You say the' Local Government have approved of a succession duty 
and have drafted a Bill. 

• A. — ^Yes, Sir. 

Q. — One of the difiiculti'es we have had under discussion in connection 
with the Bill is, the inethod proposed really involves the assuming of a 
different law of succ-ssion lo that acfualh in force. 

A. — ^Yes. 

Q. — The alternative proposal is that you should tax whatever passes 
without reference to the personal law of the parties. That is to, say, 
in the case of a joint Hindu family you should tax the share of the 
deceased only; and in order to avoid constant irritation, you should levy 
no tax on the death of a child or anybody who could not demand a parti- 
tion. Have you any pai-ticular preference for your own Bill? 

A. — I am not vei-j' well up in the details. I rather leave that to 
Mr. Davis or to some other expert in the matter. 

Q. — You saj' a totalizator tax is about to be introduced? 

A.— Yes. 

The President. Q. — Maj’^ we pass on to .the remaining proposals of 
the Bombay Excise Committee. You say, “Local Fund Cess is already 
earmarked for the spread of compulsory education’’. In that connection 
there was a proposal for levying a kind of income-tax on the non-agricul- 
turists and a Bill was sent to the Government of India, Can you tell us 
the fate of that Bill? 

A. — I am not quite certain what has happened to it. 

Q. — Can you tell us exactly why that was sent up ? Was it not prac- 
ticable to levy that tax with slight modifications as a local tax or a pro- 
fession tax ? 
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A. — 1 am not quite certain about this. I think it is a private member’s 
Bill. I will have the information with all the papeis reads* 

Slonday mornin'g. 

Q. — You say- “A general transit tax is simply in effect a raising of the 
passenger rates, and must perforce be objected to bj* the Railway authori- 
ties”. But in some places it is actually done for a special purpose in the 
shape of a pilgrim tax. 

A.— Yes. 

Q. — Terminal tax, you say, has already been introduced in the City 
of Bombay? 

A. — should perhaps saj* that it is in the process of introduction. The 
Municipality is determined to introduce it, but still they are having some 
trouble. 

Q. — Does not that require the sanction both of the Local Government 
and the Government of India? 

A, — am not certain. Sir. 

Q. — Is it not a fact that terminal tax can only be introduced in a 
town which had octroi before a certain date? 

A. — That point did not occur to me. 

Q. — ^Do you think that proposal is likelj* to go through? 

A. — ^I imagine it should. 

/ 

Q. — ^Then the net result is that the Excise Committee’s proposals for 
replacing 4 crores ol rupce.s whittle down to practically nothing. 

A. — So it must be. There is the possibility of a ta.x on ‘futuie.-;’, but 
we are not going to get anything like what they hoped to get out of that. 

Q. — Then with regard to the distribution of proceeds, you acceiR Piofes- 
sor Seligman’s formula. Do you agree with the principle that any scheme 
of distribution that is worked out should be applied in the same way to all 
the provinces? 

A. — ^I think so. I am not quite certain of the implications there. 

Q. — ^You do not think that it is essential that land revenue should 
continue to be a provincial source of revenue, aad you say, the reason for 
assigning it to the provinces is that given in the question, namely^ the close 
connection of arrangements for land revenue tidministration with general 
administrative arrangements. But we gave another reason, i.e., the 
inequalit 5 ’ of land revenue. It is unequal in its incidence; so that if you 
gave an equal share from all provinces to the Government of India, the 
effect would be that you would be taxing different provinces at very differ- 
ent rates for imperial puiposes. 

A. — ^I was not looking at it from that point of view. I was only arguing 
as far as Bombay Government was concerned. 

Q. — Is there any method by which j’ou could arrive at a uniforni way 
of giving the Government of India a share of land revenue in all the 
provinces ? 

A. — 1. have rot regarded it from that point of view. I think it is not 
possible. • 

Q. — You say that the Meston Settlement gives indirect taxes to the 
Government of India and direct taxes to the Provincial Governments. Is 
it not a fact the division proceeds on the principle that the Government 
of India gets all the taxes which are fixed at uniform rates for all-India 
and the provinces get taxes fixed at varying rates? 

A. — I admit my using of the word ‘direct’ and ‘indirect’ w.as improper. 
1 was thinking of the term ‘direct’ as meaning those taxes where incidence 
can be directly determined as regards provinces. 

Dr. Paranjpye. Q.— Would it be possible to determine the capitalized 
value of the agricultural lands in all the provinces and give a percentage, 
say, one-tenth to the Jmpciial Goveinment? That would make it uniform 
for all the provinces. 



A. — I would rather not commit myself to an opinion on that. 1 iiavo 
seen the suggestion made, hut it does not seem to mo on the face of ifc 
practicable. 

Q. — There would be so very little difference in the percentage that it 
would not make much material dilfoiciico in tiie linal rcsuits. 

A. — j think it woukl not he jiracticable lo arrive at any just as.'-ess- 
nient of the value of the land. 

The PresiJenf. Q . — On e.ximrt duties, you slo not like the idea ol allom 
ment unless the Government of India have got money to spare. 1 supxiose 
the asbuinjition throughout is that Government of India have got money 
to spare. 

A. — I see no objection to it if you are dealing with it as a theorj-. 

Q. — You think tliat it would bo imposs.blc to scjiaratc the question 
of rates and the local excise policy. Supposing you had a basic rate well 

below the lowest rate actually in force. Supiiosing you had 1-1 diffci'ent 

rates and supposing the lowest oi lliem is Rs. o ojI country s|jnit, would 
tliere be any harm to give the first rupee to the Government of India? 

A. — J can see no objection. I misread your (ino.-uion ns only upjdying 

to foreign liquor. I see no objection excexit that 1 do not know what effect 

the adoption ol the policj ot total prohibition would have on the jirojmsn!. 

.Q. — The provinces will bo able lo settle tlie policy of total prohibition, 
but on op. 11111 , hemp drugs and foreign liquor, the idea was to arrive at 
uniform rates and uniform policies, .n order to save fighting between the 
provinces; it might be as well to make them definitely uniform, as they 
are in practically all (omnrio-., and distribute' the duty collected according 
to the consumption. At present yon have a vend fee which is in cfTect 
an addition to the import duty on foreign liquor. Is it not likely to load to 
substantial difficulties? Won’t poojile li\ing on liie holders ol the Pro.si- 
doncy get foreign liquor from outside? 

A. — f suppose tlio same argiinients ajiply as fo country sjdrit. Y*ou 
can go on inci easing foo' as Iiigli as yon can witlioiii, encouraging smug- 
gling and illicit distillation. 

Q. — If there was not tliis conllict between tlie l^roi incial and the Im- 
perial Governments, I suppose you would represent to the Government of 
India that the import duty is too low. The difficultj’ is there so long as 
you allow tho vend foe to go to the Provincial Government. 

A.— Yes. 

Q. — The vend fee is levied from the iteoplo who do not vend. This fee, 
.so much per dozen, is levied on all spirits, so that a club or a private per- 
son still pays vend fee. 

A. — I think so. I am afraid I do not know much about the details of 
excise administration. 

Q. — Coming to tho question of division of income-tax, I think you have 
read Sir Percy Thompson s note on tho suhject. 

A. — There again 1 rather misread tho question. I did not see tho full 
implication. I took it as dcabng with (ho distrihiition’ between tho Pro- 
vinces and the Imperial Government, I did not consider the division of 
income-tax_ as between the provinces. Sh- Porcy’.s note, T tliink. fixes an 
arbitrary, figure for the ratio of tho division between ‘origin’ and ‘domicilo*. 
Is there any particular ground lor arriving at thou ratio: 

Sir Percy Thompson. Q. — As long as you admit tho principle, it is 
all right. You need not trouble about tho exact figure. 

. A. — Certainly I admit the iirinciple. I cannot see any method of 
arriving at anything more tlian an arbitrary figure. 

Q.— I agree; the figure will not accurately reflect tlie proportion of 
the income derived from tho companies whicli is actually enjoyed in the 
provinces. That is wdiat you wmnt to get at. You can 'only got general 
impressions so as to give roughly the r.ght amount of income-tax to tho 
lirovinces. 
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— ^Before reading the note I 'was under the impression that tlieso 
considerations would more or less balance one another. 1 mean the number 
oi Bombay shareholders who hold shares in hmiied companies in otuer pro- 
vinces, and the outsiders who hold shares in the Bombay companies might 
he taken as balancing one another. 

Sir Percy Thompson. Q. — doubt it. It has been stated that the 
tendency in Bombay is for industrial entei’indse to he financed by local 
capital much more than in other provinces. It as for you to consider 
whether the x>roportion suggested is good enough. 

A. — Under your division, we still get 2 to 1. 

Dr. Paranjpye. — Unaei Sir i'eicy Thompson’s divis.on, what 
would happen is that the income-tax paid in Bombay would, to a large ex- 
tent, not be credited to Bombay at all. 

Sir Percy Thompson. Q. — In the first instance, for the purpose of get- 
ting a proportion, you are only going to be credited with one-third of tlie 
income-tax paid by the limited companies. 

A. — ^Because the limited company is within our border. 

Q. — ^Wo say that you would assign as between origin and residence 
' one-third for origin and two-thirds for residence. 

A. — ^But if the shareholders are also resident within the Presidency, 
we would get the full. 

Q. — ^You could never know that. You will get • a large proportion of 
it and whether you get the right proportion or not will depend on the 
extent of the shares held by residents .n Bombay. I really cannot say 
how much income arises in Bombay and is enjoyed in Bombay. 

Dr. Paranjpye. Q. — ^WoulH it not be possible to ask each company 
to make up a statement about the amount of dividend that goes out of the 
Presidency or is paid to people outside the Prcsidenc.y 

. Sir Percy Thomjyson. — I think it would ho quite easy to do it, hut 
it would not be worth the paper on which it is written. 

Df’. Paranjpye. — In the case of a company which gots its income 
in Bombay, there is no case for transferring the income-tax to another 
province j they belong to Bomhaj’ so far as the money-earning capacity is 
concerned. 

Sir Percy Thompson. — ^My proposition is that the fact that money is 
earned in a country docs not entitle that countrv to the whole of 
the income-tax. If it entitles it to the whole of the income-tax, then the 
country of residence also musl charge in respect of the residence and you 
get the income taxed twice. The only way to avoid it is to assign p'art 
of the tax to the country of residence and jaart of that of origin. 

Dr. Paranjpye. — A man who has shares resides in uhe Central Pro- 
vinces, but the money is paid to his bank in Bombay; 'my contention is 
that income-tax should not he credited to the Central Provinces. 

Sir Percy Thompson. — The mere fact that ho chooses to have his 
hanking arrangements in Bomhar^ cannot operate to destroy the right- of 
the Central Provinces to tax him. 

The President. Q. — ^At the close of your aaswiw to Q. 156, you suggest 
another method “which could be based on any another method such as has 
been suggested in other federal countries under which the Central Govern- 
ment takes'the tax on incomes above a certain pitch and the Provincial 
Governments those below.” Can you give us an instance in which that is 
enforced ? 

A. — ^I do not know that it was ever put into force. 

Q. — ^The suggestion in this case would be that larger incomes are all 
inter-provincial. 

A.— I was only quoting what I think was attempted in Australia. I 
was not seriously putting it forward as a suggestion for action. 

Sir Percy Thomoi-on. Q. — At the picsent moment the lax on indivi- 
duals is collected bj' assessment on the coiuiiany. If you say that small 
incomes should go to the provinces and large mcoinos to the Centiai Govern- 
ment, you will have to look at the personal returns of evex-ybody and see 
whether they fall below your limit of Rs. 10,000 a yeai", or you would have 



to abandon the system of taxation at the source and assess evci-ybody oh 
a personal declaration after getting his total income. 

The President. Q. — Or else, treat all big companies as inter-provin- 
cial concerns. Under a plan like that, the income-tax on incomes that 
go out of tlio country u'ould go to the Central Government, not being the 
proj)erty of any particular province. 

Q. — Stamps : you do not think that similar . considerations ai)i)ly to 
stamp duties : you say that it is quite possible to make a distinction bo- 
tn-eon judicial and non-judicial stamps, hlay 1 take the case of a stamp on 
a bill of entry u-hich is a fee for a service rendered by an imperial depart- 
ment; it is charged as a court-fee and credited to the Local Government? 

A. — admit that there are a number of anomalies. Probably the 
schedules of both Acts should bo completely revised. 

l)r. Pcminjpiie. Q. — So that there may bo complete uniformity all 

ovoi- India. 

A. — I would not lay so much stress on this point. 

The President. Q. — Take the Stamp Act, how can you prevent anybody 
fiom buying a stamp in another province and executing his documents in 
Uombay or vice versa? 

A. — I do not know whether jicoplo would do it largely. 

Q. — Stipposing you bad. sufliciont competition between provinces and 
sufficient varietj’ of ra^cs, how can you i^rovent it? 

A. — It can’t bo prevented. 

Q. — So long as you have a uniform sot of stamps and different rates 
in different provinces, unless every Government officer before whom docu- 
ments arc presented for execution is very alive to the fact, you may get 
any number of documents insufficieiitly stamped. Have yon any machinery 
for collecting "the difference? All the managing agents of tea companies 
in Assam have their headquarters in Calcutta, and the business in regard to 
execution of documents for these tea companies is all done in Calcutta, so 
that a largo amount of stamp dutj* that ought to go to Assam is pairl in 
Calcutta. Then again, banks have the whole of their cheque books embossed' 
nt the place most convenient to them without regard to where they are 
going to be used, and a province in the interior may often got nothing 
on cheques used in the province. These instances show that it was a great 
mistake to provincialir.e general stamps. 

A. — ^This is something beyond my experience. I do not think similar 
instances occur in Bombay. 

P)r. Paranjpye. Q. — You say that “with the groni,!] of indnstrialiKation 
the taxation of non-ngricultural land must, or should bo, a fruiffxil .source 
of provincial revenue.” Do you think this souTco of revenue should bo 
provincial or local? 

A. — ^In Bombay it has always been a provincial source of I'ovenne. 

Q. — ^Wliat do you tliink is fair? A local body has very often to undergo 
a great deal of expenditure to make the town suitable for industrialization. 

A. — I think it is advisable that the administration of land revenue 
should remain with the Local Government. 

Q. — Should not the local body have the benefit of the results of its 
own activities? 

A. — ^As far as Bombay is concerned, the Local Government is commit- 
ted to enormous contributions to the local bodies. 

Q. — ^The Local Government might reduce the contributions if they like. 

A. — ^They are bound to make them by legislation. 

Q.— Take the example of a city lUvO Ahmedabad or Karachi. The 
mnnicipality has to bear an enormous amount of expenditure for develop- 
ing its roads, water-works, drainage, etc.; don’t you think that the bene- 
fit of the enhanced value of the land should go to the Iqcal bodies’ I'osources 
instead of to the resources of the Local Government? 

A. So long as it goes to the public, I do not think it is of gieat im- 
portance in theory. 
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Q. — You have to consider the proper assignthent. 

A. — ^There is another tax very similar to this, viz., the tax on transfers 
of property. One reason why we have not been able to surrender it to local 
bodies is that the Local Government has not got enough resources under 
the schedule. 

The President. Q. — Was not the same tax levied in Calcutta, Ran- 
goon, and Madras? It is a surcharge on the stamp duty for transfers of» 
property. It is a municipal tax there. 

A. — The Improvement Trust gets it in Calcutta. 

Q. — Was tlie tax proposed in Bombay and rejected by the Council? 

A. — ^Yes. ■ s 

Q. — ^IVhat was the opposition due to? 

A. — The opposition of the municipal members was due to the fact that 
thej' thought thej' ought to get the income; the opposition of the rest of 
the Council was due to the feeling that Government should not impose 'any 
more taxation. 

Q. — Could you l\ave carried the resolution as a municipal tax? 

A. — ^Perhaps; if Government had restricted it to Bombay; but the 
Bill gave authority to extend the tax to all municipalities at the w’ll of 
Government. 

Q. 169. — ^You say that the break-up of the salt and excise establish- 
ments has not resulted in any decreased efficiency. The Excise Commis- 
sioner was telling us the other day that he was feeling very much handi- 
capped by the shortage of staff. 

A. — I confess that in answering these questions I am only o go-between. 

Q. — ^Does it not stand to reason that, instead of two preventive staffs 
dealing with two different classes of fiscal crime in the same area, you get 
better work out of combining them? 

A. — One would think so. j ' . 

Mr. Dalai* — Barring a tew supcrioi officers, the whole staff was 
separated before the separation of the functions. This decrease in efficiency 
may be due to rationing, but not to separation of the establishment. 

Q. — ^It was on the question of tree-tax that the Excise Commissioner 
told us that he had not sufficient staff to superyise the trees. 

A. — ^He has been asking us for an increase in staff owing to the ration- 
ing system. 


*Mr. A. R. Dalai, i.c.s,, Deputy Secretary, Finance Department, Govern- 
ment of Bombay, was present when the evidence was taken. 
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12th June 1925. 

POONA. 

Present: 

Sir Charles Todhunter, k.c.s.i., i.o.s., President. 

Sir Bijay Chand Mahtab, g.o.i.e., k.c.s.i., i.o.ai., Maharajadhiraja 
Bahadur of' Burdwan. 

Sir Perot Thompson, k.b.e., o.b. 

Dr. R. P. Paranjpye. 

Dr. L. K. Hydpr, m.l.a. 

Mr. G. DAVIS, I.C.S., District Jiidg’e, Kanara, was esamined. 


Written, memorandum of Mr. Davis. 

Q. 137. — 1 do agree. Tliere is much to he said in favour of the introduc- 
tioii of a succession duty of genci’al application into India. A succession 
duty in the form of probate duty is even now imposed on the estates of 
Europeans, Eurasians and Jews and all non-exempted persons within the 
meaning of the Administrator.General s Act of 1913. This is the effect of the 
Admin'strator General’.s Act and the Court Fees Act read together. And 
in certain cases, Parsecs and all not exempted from certain provisions of the 
Indian Succession Act of 1865 and Hindus to whom the Hindu Wills Act 
applies, must pay succession duty in the form of probate duty. 

The determination of the incidence of succession duty as now imposed 
m India is a matter of some difficulty and complexity. _ So far as the 
Bombay Presidency is concerned, these Acts must be considered — 

The Indian Succession Act of 1865. 

The Parsee Succession Act of 1865. 

The Hindu Wills Act of 1870._ 

The Probate and Administration Act of 1881. 

The Succession Certificate Act of 1889. 

..The Native Christians Administration of -Estates Act of 1901. 

The Administrator General’s Act of 1913. 

The Bombay Regulation of 1827. 

The Court-Fees Act of 1870. 

The effect of these Acts is inequitable. Succession duty is in India 
to-day in largo part determined by the race or religion of the owner, 
and not by the value of the estate. This appears undesirable. Generally 
speaking, it is the value of the estate or inheritance which should piimarily 
determine the incidence of the duty. Any such general proposition must, 
however, be sub.iect to such qualifications as public iiolicy may demand. 

Q. 138. — I think that a combination of the three methods would be 
appropriate in India. Familj' ties in India are strong, and so is senti- 
ment. The continued existence of the joint family is evidence of this. 
The7’efore, I think, that in the imposition of a sirccession duty, not only 
the value of the estate but the relationship of the heir or legatee to the 
deceased should be considered. It may be said that a succession duty 
has two aspects. It is at once a tax upon accumulated wealth and upon 
unearned increment. Therefore, it appears that the duty should be pro- 
nortionate to the value of the entire estate which the deceased has left, and 
to the value of that which tl’u heir or legatee individually receives. To 
regard only the aspect of the duty v.diich constitutes a tax upon accumulated 
wealth, and to proportion the duty co tho value of the entire estate, would 
«^X(•lude a just discrimination between large legacies and small. To -pro- 
portion the dutj" only to the value of that which heir or legatee receive.s 
ivould be to regard only the aspect of unearned increment. The most .simple 
solution of this difficulty would be, I think, to divide the duty into two parts 
firstly, - there would be an estate duty proportioned to the value of ihh 
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entire estate; secondly, there would he a succession or legacy duty pro- 
portioned to the value of the inheritance or the legacy, and the rolation- 
shi2> of the heir or legatee to the deceased. 

Q. 139 . — ( 1 ) 1 do not agree with the iirst of these propositions. Equality 
is equity, but equity in the distribution of taxation is to be attained, 
not bj’ a levy at unchanging rates, but 1)5' a ]ev5' at rates determined 1)5' 
\ho capacit5' to boar the burden of taxation and b5' the responsibilities 
•and privileges of wealth. Succession duts', as now levied in Tndia_ in the 
form of probate duty shows no such discrimination between the rich and 
pool- as mndern sentiment appioves. 

( 2 ) I do not agree with the second of these propositions. Ih the 
Bombay Presidency T think that agriculturists should he exempted from 
succession duty. Agriculture -is still the basis on which all civilizatioii 
viltim.-rteb’ rests. Unemployment ma5’ he more disastrous than famine. 
Certain aspects of industrialism are less desirable than even that ‘rustica- 
tion’ whicli some in India have deplored. I do not think it would ho 
safe to lov5' a succession dut5' upon rah'atwari land. It would not he safe, 
because it might compel the peasant to charge his land. Even if the duty 
were small, it would arouse resentment and distrust. It would lend it- 
self vei-y' rcadihv to misre])reseutation, and even if small holdings wore 
exempted, village officials might abuse their ])ower. Moreover, the peasant 
clings to liis land. The landless man is often to he pitied. And the peasant 
clings to the belief that the la)id wil) reniain with his descendants fi-om 
generation to generation. To obstruct inheritance, even !)>' the mo.st trifling 
of payments, would, in my oi)inion, be inipolitic. Biots preceded the 
passing of tlio Deccan Agiiculturists Belief Act. The peace of the countr5'- 
•Side in lai-ge part justifies our rule. 

Nor do T think it would he equitable to lev'5' a succession duty 
upon the peasant’s land. Tlie produce of the land is within certain limits 
constant. Tiic proceeds of trade and industry may expand in a manner 
whicli finds no parallel in agriculture. Succession duty should, in my 
opinion. i)rimarily be a tax upon accumulated profits, or that into which 
accumulated profits have boon converted. The accumulated profits of 
trade and industry are often large. The accumulated profits of husbandry 
are not. In the case of largo estates, profits may accumulate. Upon these 
a succession duty might he imposed. One dav public opinion may approve 
a succession dut5' upon large o.statcs with the ultimate object of the re- 
distribution of the land. With this larger asjiect of policy it is not now 
necossar5' to deal. So far as the Boml)a5' Presidenc5’ is concerned, it is 
not, in 1115’ opinion, equitable to impose a succession dut5’ ujion the estates 
of agriculturists. 

Nor would there bo any great facilit5' in the ]ev5'- of such a dut5' 
upon such estates. A tax upon the accumulated pi-ofits of trade or industry 
could with facilit5' bo assessed and levied 1)5' the officials of the income-tax 
department, who would have in their posse.ssion much material information. 
But there is no tax upon ii-.e incomes of agriculturists. The necessary 
machiner5' to collect a succession dut5' upon the accumulated profits of 
-trade or industry in fact exists and could function without delay. 

(. 3 ) T agree goneralh- with this third proposition. 

Those considerations which render it expedient that a tax upon incomes 
should ho assessed and levied by a central authorit5' appl5' also when a tax 
is to bo assessed and levied upon the sources of those incomes or upon ac- 
cumulated profits. 

Enquiry into the levy of probate duty in Bombay has shown the 
difficulties which beset the Collector, upon whom the legislature has imposed 
the burden of assessing and levying the deficit ^duty. It is no le.ss difficult 
to ascertain the extent of a man’s posse.ssions when he is dead than to 
ascertain the extent of his income when he is alive; and for the effective 
levy of a siu-cossion duty, powei-s comparable with those conferred under 
the Income-Tax Act upon income-tax officials would have to bo conferred 
upon officials, whoso duty it would be to assess and collect this tax. Such 
I)owcr.s would bo necessary to the officials of all Provincial Governments 
alike. Effective penalties for the evasion of the tax would have to be 
' imposed. And it appears desirable that these powers should be conferred by 
the Central Govoi-nment upon its own officials, and that these penalties 
shmild bo imposed by .an enactment of the central legislature. It might 
still be open to each Provincial Govei-nmcnt to exempt certain clas.ses of 
YI — 53 
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the comnninity or certain classes of property, with the sanction of the 
Central' Government, and to iix the rates at which the duty should be 
levied. 

Q. 140. — On the assumption that the duties' as imijosed in the different 
countries are most appropriate to the conditions there prevailing, it is 
arguable that Japan offers the closest parallel with India, -and that the 
duties as imposed in Japan are nmst appropriate to India. Yet, the duty 
as imposed in France is proportioned to the value of the entire estate, 
the relationship of the heir or legatee to the deceased and the value of the 
inheritance or legacy j and I think Indian sentiment would most approve 
a duty in which all these three elements were combined. 

I do not think a succession duty comparable with the heavy rates now 
imposed in England would he acceptable to the Indian legislature. The 
estate duty in England is of gradual growth. It is not yet clear that 
the heavy English duty which urgent needs have made imperative does 
not unduly depress trade and industry. The Bombay Legislative Council 
has quite recently refused to sanction a indximum rate of 7i per cent as 
probate duty, though this refusal may be explained by causes other than 
disapproval of the principle of the duty or of the proposed rates. But 
the maximum duty in Bengal is apparently but 5 per cent. And, in view 
of the fact that the rates of any .succession duty which may be imposed in 
India will be determined by the needs of the exchequer, by the burden 
which industry will bear and bj"^ the votes of the legislature, it appears 
hazardous to ventiire upon detailed proposals. 

. But I would venture to suggest that a rate of which the maximum, 
is 5 per cent allows no such discrimination between large and small estates 
as modern sentiment approves ; and it does not appear unreasonable to 
suggest that, regarded as a tax upon accumulated wealth, a fortune of 
one crore should pay 15 per cent to the exchequer as estate duty. But I 
would endeavour to apj^eal to sentiment by exempting from ‘ the payment 
of any duty but estate duty, the spouse or the lineal .ascendants or descend- 
ants of the deceased. A succession or legacy duty proportioned to the 
individual inheritance or legacy I would impose only on the in- 
heritance or legacy of those who were not thus closely related 
to the deceased. But these I should divide ‘into three ^ classes : firstly, 
brothers and brothers’ sons ; secondly, uncles and uncles’ sons ; and thirdly, 
all others. But though within these classes I would proportion the rate 
to the value of the individual inheritance or legacy, I would graduate the 
rates more steeply than in the case of estate duty, and I would impose the 
maximum rate at a comparatively early stage. But without discussion 
and debate all such sugge.stions can be made only with the greatest diffidence. 

Q. 141. — I consider it appropriate in the case of a joint family to tax 
the share of a deceased coparcener. Even this, it will probably be ai'gued, 
violates Hindu sentiment. But the share of a member of a joint family 
can at any time be determined by partition, and though on the death 
of a member of a joint family, his share passes, not by inheritance but 
by .survivorship, it cannot be disputed that the share* of each of the 
survivors, inchoate though it may be, has been increased. 

The purpose of a succession duty is to tax that property udiich passes 
or is deemed to pass on death. On the death of the manager, the whole of 
the joint family property can in no way be deemed to pass. Under the 
]\[itakshara Law, the manager of the joint family has, subject to certain 
limitations, the disposal and control of the whole property. But it is 
not his. He is but a trustee. Each male coparcener has a share which 
can at any given time be detei-mined. It would be difficult to justify the 
levy of a succession duty upon the whole estate on the death of a coparcener 
who is entrusted with the management. His beneficial interest only 
should be taxed. Nor do I think it would-be ea.sy to justify an annual 
or periodic levy such as the corporation duty. It*is true a joint family 
may resemble a corporation, in that it need never die, for the last sur- 
vivor can adopt. But in real life the joint family resembles, not so much 
n corporation as a partnenship. The Hindu joint family is no 
impersonal -thing. Each individual member contributes his oarnincs to 
the common fund from whicli all are .su-stained. 


Q._142.— I do not accept this proposition. The law and practice of 
succession in Fmgland and India, so far as the administration of estates 
uni cr wills and inte.stacie^ is concerned, are not analogous. In England 
probate or letters of administration can ho obtained dnlv on the certificate 



of tlie Commissioners of Iiilancl Ifcvonuc that estate duty has been jjaid 
oil the "whole estate. In England the grant of probate or letters of ad- 
ministration is a universal practice and a necessity. But in India, probate 
or lettci-s of administration are necessary only in the case of 
certain classes of the community or in certain circumstances.. The 
heir of a Hindu or Muhammadan landowner, in order to enter 
upon his inheritance, would not ordinarily be under the necessity 
ol obtaining probate or letters of administration. He would not ordinarily 
be subject to the provisions of the Indian Succession Act dr the Hindu 
"Wills Act or the Aduiinistiator General s Act. No occasion for a certificate 
analogous to that granted by the Inland Revenue Commissioners need arise. 
A succession duty upon the estates of the larger landholders could doubt- 
less bo assessed and levied by the Collectors of districts, did the legislature 
'so enact. And in the “Bombay Presidency the Record of Rights could serve 
the purpose of a register of titles and of lands. But before machinery 
similar to that in England can bo installed in India, the law and practice 
of succession, so far as it concerns the administration of estates under wills 
and intestacies, would, 1 tliink, Invr to be drastically amended and revised. 

Q. 143. — I do not think the difficulty hei'e referred to is one peculiar 
to India. The joint fainil 5 ’ system in India, may, 1 think, lessen rather than 
enluuicc the calamity which falls upon a family by death. The father may 
bo succeeded by the son or brother, and while in a family which is not 
joint, the death of the liread-winner may deprive the family of all suste- 
nance and iirotection, the death of the manager in a joint family may 
leave a son or brother to farm the land, and a son or brother in Government 
service or in trade. This is not the most cogent argument against the 
imposition of a succession duty upon the lands of small proprietors. The 
most cogent argument is the indebtedness such a duty might entail, and the 
unrest and suspicion that any obstruction in the heritage would arouse. 

Q. 144. — So far as immovable property is concerned and movable pro- 
perty of a certain kind, such as debts, busine.ss assets, stocks and shares 
and the proceeds of insurance policies, it would be possible to make the 
grant of probate or letters of administration or a succession certificate 
essential to the validity of the transfer of any such property, title to 
which is derived from the estate of a deceased person bj’ inheritance or 
.succession. This is not now the law, even as I’egards the estates of those 
to whom the Indian Succession Act and the Hindu Wills Act apply. For, 
Sections 187 and 11)0 of the Indian Succession Act make the grant of pro- 
bate or letters of administration a condition precedent to the establish- 
ment of a right as heir or legatee to any part of the estate of a deceased 
person, only when .such right need be established in a court of justice. 
And if any such right need not be so established, the necessity of pro- 
bate or letters of administration need not arise. And those to whom the 
Indian Succession Act and the Hindu Wills Act do not apply are freed 
even from this obligation. And I understand that in Bombas' certain 
insurance companies feel keenly the ab.sence of such an obligation on the 
death of an insured person. For, the firm which demands such a proof of 
title is exposed to the competition of a firm which will take ri.sks and di.s- 
pense with this formality. And I understand that by some a law, which 
makes penal ,such transfei-s, would be welcomed. But I think that an 
enactment which provided that probate or letters of administration or a 
cei’tificate should be an essential element in the validity of the transfer of 
nil movables, title to which is derived from a deceased person, would so 
embarrass the ordinary transactions of the market place as to be generally 
'unacceptable. A certificate that income-tax has been paid is not a 

condition precedent to the expenditure of any part of an income which 
is liable to the tax. ^ 

But, I think, eijicr.ence has .shown that powers comparable with those 
conferred by Sections 37, 38 and 39 of the Income-Tax Act upon the Commis- 
-sionerS of Income-Tax and his assistants should lie conferred upon those 
officials upon whom the duty of assessing and levying a succession duty 

is imposed. Given effective powers of enquiry and effective penalties 

for deliberate evasion, I do not think that evasion of the duty, even as 
regards movables, would be easy. Nor do I think the valuation of such 
jn-opei-ty would be difficult. Tlie goldsmith could value ornaments, and 

the Collector and his officials could value land. In Bombay the Superin- 
tendent of the City Survey and his subordinates now value immovable pro- 
perty for the purposes of probate. The cost of such valuation could be 
borne by the estate. 
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Q ]4y. — ]L is obvious that the income-tax registers -vvoulcl 1)C of groab 
value ill tlio assossuicnt of a succession duty upon the estates of those Jiahlo 
to income-tax. Tlicse registers are not now available to the Collector of 
iiomhay, upon whom falls the duty of checldng the accuracy of those 
statements of assets and liabilities which, under the Court-Fees Act, are 
now attached to applications for probate or .letters of administration made 
to the High Court in its testamentary jurisdiction. By law the Commissioner 
of Tncome-Tax is forbidden to disclo.se the contents of those registers. But 
if tile assessment and levy of succession dut 3 ' were entrusted to the Income- 
Tax" Commissioners, no disclosure would be necessitated for their utilisation. 
And the fact that an extensive and efficient machineiw for the asse.ss- 
ment and lev.v of income-tax now exists is an argument in favour of the 
assessment and le%w bj' one authoritj' of income-tax and succession duty. 
And, in those cases where grant of probate or lettere of administrations is 
required, tbe certificate of the Income-Tax Commissioner, that duty had 
been paid upon the entire estate, could be made a condition jirecedent to 
any grant. The High Court at Bombaj' would not, 1 think, object to be 
relieved of the duty of scrutinising the schedules of assets and liabilities, 
which is now imjiosed in part upon the office of the I'estamentarj' Registrar. 
So far as immovable propertj^ in the districts is concerned, the Collectors 
could value the property for the purpose of the levj' of the dutj'. In short, 
the duty would be assessed and levied bj’ the officials of the Central 
Government, with the assistance of the officials of the Local Governments 
concerned. 

Q. 146. — In the Bombaj- Presidenej’., probate dutjq which is in sulrstancc 
a succe.ssion dutj', is 2 per cent uxion an estate exceeding Rs. 1,000. lii 
England the duty upon an e.state exceeding £100 is 1 per cent. Tlie duty in 
India now falls with undue weight upon small estates, especially lipmi 
those of the domiciled community. It is seemly a Government .should 
bo merciful to the widow and the orphan. Therefore, I would raise the 
limit of exemption, on the assumption that agriculturists are exempt, to 
Rs. 2,000 and on estates not exceeding Rs. 4,500, I would reduce the rate to 
1 per cent. And 1 would transfer' to the department whicli assessed 
and levied the duty the power to grant the certificate of exemption now 
granted by the Administrator-General.. And the certificate of the depart- 
ment that the duty had been paid inight tend, in the case of- small 
estates, to avoid the nece.ssitj' of the intervention of attorney’s in applica- 
tions to the courts for probate or letters of administration, aiid thus lesson 
the burden uiion the comparatively poor. 


Mr. Davis gave oral evidence as follows 

'The Prcuident. Q. — You arc the District Judge of North Kanara? 

A. — I am. 

_Q. — You were for some time on special duty' dealing with probate 
duties ? 

A. — Yes. 1 was on special duty in Bombay and in the course .of my 
enquiry’ 1 visited Calcutta also. 

Q. — You were also Secretary to the Atlay Committee? 

A. — I was. 

I 

Q. — Can you give us any advice on court-fees? 

" A. — 1 .was not iirepared to do so. But during my enquiry' I noticed 
one obvious anomaly, that is, that in Bombay’ court-fees do not vary' according 
to the sums in suit. For ton thousand or one lakh of rupees the conrt-fco 
is the same. I do not think this right. 

Sir Percy Thompson. Q. — ^IVhat is the position in Bombay with- regard to 
taking out probate and letters of administration? I want to see how far 
it is different from ^ladras. 

A. — I do not think there is vei-y’ much difference between Bombay 
and Madras. In Bombay we ha%je Regulation YIII of 1827 which is a 
substitute for probate and administration in the districts, hut it is not 
much used. There are also many Parsees in Bombay and there is a 
Parsee Succession Act. But this applies to Parsees in Madras too. I think 
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the iiiciclcnce of succession duty in India is inequitable. It is in large iiart 
'letennined by the race or religion of the owner and not by the value of 
the estate. ; Under tlie Adiainistrator Geneial’s Act of 1913, the duty falls 
on those who are non-oxenii)ted persons with the result that it falls very 
hardly on Europeans, Eurasians, Armenians and Jews. Under the 
Administrator General’s Act of 1913, even Pai-sees and Indian Christians are 
exempted. Noii-exempted persons have to pay in every case. With regard 
to irrobate, Parsees ,corao under the Indian Succession Act of 186-5. The Act 
of 1865 was intended to lay down the law applicable to intestate and 
testamentary succession and to apply to all classes save Hindus, Muham- 
madans and Buddhii-ts. I’he' .A.din!nistrator General’s Act of 1913 does not 
apply to Hindus. Muhammadans and Buddhists. The Indian Succession 
Act also applies to Europeans, Eurasians, Armenians and Jews and the 
non-exeinpted persons under the Adii.ini.strator Gcner-al’s Act. It applies to 
Parsecs also. 

T/ic rrcshlent. Q. — Is there not a provision that the Hindus have to 
obtain a probate and paj' 2 or 3 per cent duty? 

A. — ^Yes, under the Hindu Wills Act, if thei'e is a will made in Bombay 
city or relating to immovable property in Bombay city and it is desired to 
prove a .right iir a court of law to any jrart of an estate which is devised 
by will. 

Q. — Tf any par-t of the estate whicli they want to administer is property 
in the city of Bombay? 

A. — ^Yes, and if it is immovable proi)crt\’ in Bombay city wherever 
the will is made under the Hindu Wills Act pi-obate is to be taken, but 
not if there is no will. 

Q. — Can you tell us under what circumstances probate or letters of 
administration are actually taken out? 

A. — As a matter of fact, under the Act of 1881 which is called the 
Indian Probate and^ Administration Act of 1881, any one is entitled to 
take probate or letters of administration, whether he is a Hindu to whom 
the Hindu Wills Act does not apply or a IMuhammadan. Probate or letters 
of administration are taken ujider the Act of 1881 at times. 
But in many cases they do not pay probate duty, because when applying 
they merely pay the fee on their application to the High Court, and it is 
appiirently at times recognized in Bombay as good enough. They do not 
proceed further with such application. And in the office of the Testamentary 
Registrar there are very many petitions for ju'obate or letters, and duty has 
been paid only in a small court-fee. 

Q. — It entitles the administrator to deal with the estate in any way 
ho likes? ^ 

A. — There is no need to entitle him at all. Hindus to whom the 
Hindu Wills Act does not apply, and hluhammadans are not compelled 
to take probato. or letters, but some say “We want some sort of recognition,” 
and they make an application to the High Court and it often suffices for 
their purpose. The Act of '1881 docs not make probate and letters of 
administration compulsoi’y. If a Hindu dies in Bombay, his heir is not com- 
pelled to ta.ke out letters of administration. If there is a will, he will have 
to take probate if he wants to i^rove title in court but not otherwise. 

Q.; — Apparently you want them to take out probato and letters of 
administration in order to establish the right of executor, administrator or 
legatee? 

A. — Yes. 

Q. — The Hindu Wills Act is very limited in its application? 

A. — Yes. Generally speaking, it only applies to the Hindus with wills 
made in the city of Bombay. 

'I'Jie Mahara jadliiraja ^ Bahadur of Burdwan. Q. — Supposing it were ‘ 
possible by an executive order of the Government to api)iy the Hindu 
Wills Act to the whole of the Presidency, what would be the effect? 

A. — •T'he effect would be that whei-e there is a will, they will have to take 
probate if they want to prove title in a court of law. 
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i)lr l^crcij Tliompsim. Q. — ^AVliore there is a will and the executor is 
named, lie has to take out j)rohate before his position is cstahli.shed, but 
wliore there is no will and possibly, there arc competing dcfendanls, a mere 
application is suflicient? 

A. — It may be so. H is a very curious anomaly indeed. No iaw now 
compels the administrator of the estate of a Hindu or I\Iuhanimadan to take 
letters of administration. The Hindu 'Wills Act applies only to Hindu 
wills. It has been suggested that probate and letters of administration should 
be made compulsory. It has been discussed in the Imperial Legislative 
Assembly and the Local Governincnls were asked to give their ojiinion 
in the matter. The general objection was that it would cause hardship 
to the poor : it would be very difficult to enforce and it woxdd bo oxiposed 
to custom and religion and also it would be wholly inexpedient. 

Q. — Could you not impose a limit? 

A. — Then there is the difficulty of exemption. 

Q. — Just as in England if a poor man dies with £100. you need not take 
any action at all. 

A. — Then there will bo a question “AVhy comiiel a person to take letters 
of administration or probate at all?” 

Q. — It is only nccessaiy becau.se there is a taxing question -involved.- 

A. — AA^hy can you not dis.sociatc the grant from the duty? 

Q. — How is it jiossiblc? Moreover, there is no doubt that succe.ssion 
duty would be evaded if you have not this jivovision. At present till you get 
proi'ate, no company will recognize the executor as the owner of tbo. shares. 

A. — I do not think so. 

Q. — [ understand tliat the insurance companies will not ‘pay oxcoiit 
on the iiroduction of probate. 

A. — Yes, thej- can be compelled to. A competitor will pay. 

The Prcsideuf. Q. — Have you not seen a Bill in this connection which has 
been introduced recently in the Council of State? 

A. — No. You might make sections 187 and 190 of the Indian Succession 
Act generally apjilicablo by incorporating them in the Act of 1881. Bnt 
then the Muhammadans will say that they have their own separate testa- 
mentary succc.ssion, etc. 

Sir Percy Thompson. Q. — I do not care whether there is i will or not. 
you should only see whether the probate duties are paid or not. 

A. — The tendency is not to extend pi-obate or letters of administration 
but to limit their application. fiidiau Christians were cxcmiitcd by an 
Act of 1901. The Act of I860 exempts many people. I’hat is why it has 
been described as a tax on Christianity, though it is not entirely true. 
It has'^ been regai-ded as a duty on certain communities and other communities 
arc exempt. 

Q. — You are not interfering with any law of succc.ssion whatsoever? 

A. — No, but you interxiose a grant between the executor and the will 
and the administrator and the e.state, and this is not the law of the 
Muhammadans. 

Q. — AVe only say you must take out jirobate and before it is granted 
you must see whetiicr the piijb--.lc duty has been jiaid or not. 

.A. — Yes. There is no question of interfering with succession at all. 
But it has been opiiosed on the ground that the jiuhammadans have theii 
own testamentary law and jirobate is not jiart of it. 

The Muharajadhiroio Bahadur of Hurd wan. Q. — You say the most simple 
solution cl the difficulty would be; “to divide the duty into two parts. 
Firstly, there would bo an estate duty proportioned to the value of tliG 
entire estate; secondly, there would be a succession or legacy- duty iJi'opor- 
tioned to the A-aliie of the inheritance or the legacy, and the relationship 
of the heir or legatee to the deceased”. Well, it is all right if the in-opcrty 
has not been divided during the man’s lifetime. Supijosing under the law 
which governs your Presidency— Alitakshara liaw — there is no 16 annas 
property, how are you going to as.ses.s the tax? Supposing 8 annas property 
has already passed to another brother, what will you do? That is where the 
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difficultj’ arises. You can get over the question nf Hindu Law by legislation 
to a certain extent, but you cannot got over entirely the question of law. 
I'hat is iny point. 

A. — quite see your point. 

Q. — You say the duty .should be proportionate to the value of the 
entii’e estate which the deceased has left? 

A. — do not mean the entire estate of the joint family. I never 
suggested that. You should tax the share which a man is entitled to.' 

Q. — ^Ve have not had much evidence as to the Sluhammadan aspect of 
the question. Can you tell us from your experience how death duty would 
affect the Jhihammadan Law? There are certain walcf estates. 'J'hero 
are two trusts, one where there is a distinct tru.st, such as an imawhani, 
etc., and you have another kind of trust where there is not only a hereditary 
trustee, but he enjoys that property also. Supposing the property yields 
Es. 1,00,000 and the upkeep of the mosque, etc., is Rs. 25,000, the remainder 
Rs. 75,000 goes to his pocket. What rvill you do in that case? 

A. — Yes. In this ivaJcf chafit 5 ' begins at home. I should say it is 
a very difficult matter indeed. I have myself considered this question, and 
am of opinion that it is difficult to deal with. You will have to define a 
charity as charitable uses have h.een defined in the Statute of Elizabeth. 
Accoriing to Sir Henry IMaine, it appears certain provisions of the Indian 
Wills Act have been applied to Muhammadans in the Straits Settlements 
in the same way as they have been applied to Chinese and others. ]\ruham- 
madans in Bombay somcfc'me.s take piohate. But if ira/.'/.s were to he 
exempted, everj’ one will begin to convert his property into a v>ahf. 

The Fresident. Q. — The intention of constituting a iralcf is to allow 
the heirs to enjoy the property perpetually? 

A. — ^Yes," to keep the family from want for ever and ever. You will 
have ,in any case to introduce legislation applying to wahfs as to all 
propertj' >if you .levy an estate duty. You would then see how the 
Council takes it. You can then see what opposition there is. But in my 
opinion the only way to meet the different claims to privilege of the different 
communities will be to abide by the principle that any beneficial intere.st 
which passes on death must pay the duty. Only in this way can privilega 
ho met. 

Hr. Pamnjpye. Q, — Your answer to Q. 1.39(2) : don’t you consider that 
the rate of sriccession duty should bo the same all over the country? 

A. — I think that, whatever happens, agriculturists should be exempted 
from succession duty. 

Q. — That is true enough, but would you exempt small holders as well as 
big holders of land? 

A.— Naturally one has to draw a distinction between land on which 
tho agriculturist is dependent for his life a 2 id land bought for the purpose 
of sj)cculation or which is the proiierty of an absentee landlord. 

0- — ^Would not that difficulty be got over by setting a faii-ly high liTiiit 
of exemption? 

A. — ^Tt could, hut within the Bombay Presidency those who are above 
'that limit will he very few. 

Q: — ^That number will he very few even in the case of commercial 
property. I would like to know what really is the distinction. 

A. — ^After all, in the villages you are dealing with very simple people, 
and if you decide that agricultural land is going to he liable to .succo.ssion 
duty, my fear is that yon may cause unrest, anxiety, distrust and perhaps 
blood.shed among the people. 

Q- — ^Tf you have a limit of exemption, say, Rs. 5,000 or Rs. 10,000, 
hardly any of those classes mil be li.able, 

A. — ^Tf yoii place the limit obvionsh' high, the very highness would 
attract tho attention of the peasant who .should be exempted and help to 
establish confidence. 

Q - — T do not personally consider that the limit should be as low as 
Rs. 1,000. 

A. — It is far better to let some escape than to create anxiety. 


t 
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Q. — ^W^ould tlieve be any objection to land worthy up to Es. 5,000 being 
exempted from estate duty? 

A. — There would if people came to believe that it was the thin end of 
the wedge and that the limit was gradually going to be lowered : but it 
is going to be a very delicate thing indeed. Tf ] were a District Officer and 
a succession duty upon agricultural land came into operation, I should be 
frightened of the result. 

Q. — ^Jf you exempt land, it is hardly worth while having death duties. 
Wo have been told that people in the cities, viz., busine.ss i:)eople, are already 
paying very heavy taxes. 

A. — But they still accumulate property when they die. They manage 
to save a great deal and we would only tax what is there. 

Sir Percy Thom 2 )son. Q. — ^Tt would come to this; that you would tax a 
poor .shopkeeper with a thousand rupees, but not a man with land worth 
a thousand rupees. 

A. — T would not tax a sb.opkeepci with a thousand rupees : moi’ever 
there is this difference that the profits of a .shop may eximnd ver.v considerably. 

Q. — They may contract. 

A. — Then T do not consider that he should bo taxed. 

Q. — Won’t yoxi tax according to the man’s ‘ability to pay’? 

A. — I do not know if one can apply that principle to India as it is now 
constituted. We see auriculturo decline in big industrial countries: and 
who can say whether industrial nations will .survive? One must take into 
consideration the temperament of the people. 

Q. — Tf land does not pay, then it is going to be worth nothing. 

A. — But land may pay : it pays sufficient to maintain a peasant’s 
family. You do- not want to tax a ])easant, simply because he is thrifty, 

lives frugally and manages to save a little. 

Q. — I entirely agree with you, but precisely the same considerations 
would apply to the sliopkecpe’’ 

A. — You can exempt a small shopkeeper. 

Q. — But I cannot see why you make this difference in the case of land 
except to the extent that you must make the time of i>ayment easier in the 
case of land. 

A. — I am not prejjared to look at it in terms of money; I am prepared 

to regard as the produce of land, not only the cattle and croi)s, but the 

man himself. 

The President. Q. — If you exempt land from this particular tax, you 
will have to exempt every class of person from it. 

A. — ilfy whole idea is to exempt the peasant’s holding. 

Dr. Paranjpye.' Q . — I would exempt an economic holding which Avill only 
ju.st maintain a family, but one that will yield a surx>lus I would tax. 

A. — The whole question, of course, deiiends upon whether j'ou can put 
your exemption limit siifficiently high, 

Q. — I should ai^proximately saj' that land worth about Es. 5,000 is 
ordinarily enough to maintain the owner, if he cultivates it himself. 

A. — Are not the vast proportion of the inhabitants of the Presidency 
peasant holdei-s ? 

Q. — And, therefore, I want to exemiit them. 

A. — You said before that you would not exempt all agricultural land, 
but if the vast Inilk of the poinilation ai'e agriculturists and are exemx)t, 
there would be little left. 

The President. Q. — You agree to fix your limit of exemption, so that 
the peasant proprietor would escape, but you woiild not discriminate in 
favour of land as against all other i^roxierty? 

A. — As such, no; but it depends upon the toiiure. A ijoasant’s land is 
different from all other land. It is a thing apart. It must not iiay duty. 

Dr. Paranjj^ye. Q. — So that you would not exempt all land as it is, but 
exempt land hold by iieasant proxirietors P 

A.— Yes. 
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Qi — ^Do you consider tliat the levy of death-duties, either in the form 
of an estate dutj^ or a legacy or succession dutj', should be uniform all over 
the country or should vary from province to province? 

A. — think the limit of exemption may vary, but not the rates. 

Q. — ^Don’t you think that there is this difficulty: that a man may 
have pfopei'ty in two different proviiJces, 'and it will be very difficult to 
administer the tax? 

' A. — Yes, that has already been discussed. 

The President. Q, —In reply to Q. 139 (1), you say that “equity in the 
distribution of taxation is to be attained, not by a levj’ at unchanging rates, 
but by a levy' at rates determined by the capacity to bear the burden 
of taxation and by the responsibilities and privileges of wealth.” I presume 
yon would not alter your rates to balance ymur budget, 

A. — agree it should not be done. 

Dr. Paranjpyc. Q. — In the case of a joint Hindu family, it looks as if 
— ^jrerhaps it is reasonable in one way — ^tlie shai’e that passes either actually' 
* or presumptively, if partition had been executed immediately' before death, 
should be charged to death duties. 

A.— Yes. 

Q. — ^IVould not that be specially favourable to the Hindu community? 
Take, for instance, a Christian and a Hindu, both inheriting an estate of 
a lakh of rupees from their fathers. They have no children at the time 
of inheritance. After they have inherited, each gets a son. In the case 
of the Christian, on his death the whole lakh of rupees would be charged 
to death duties, but in the case of the Hindu, only Es. 50,000 would be 
charged to the 'duty. It is therefore obvious that there is an advantage 
to the Hindu. 

A. — I suppose it will all come to the same thing in the end. 

Q. — It woii’tj the next charge will probably be thirty years hence if 
he has one son on his death. 

Sir Percy Thompson. Q. — ^In the case of the Hindu, according to law, 
property can pass on the birth of a person ; in the case of the Christian, it 
cToos.not. What you charge in both cases is what passes on death. 

A. — Yes. 

Dr. Paranjpye. Q. — But yoiir law recognizes that without any conscious 
ind; of the Hindu, the son gets the property, in the case of the Christian, 
there has to bo a conscious act before he can reduce the estate from one 
lakh to Es. 50,000. 

A.— After all, it is a tax on property passing on death and it can be 
determined by' the law the people are subject to. 

Q. — ^Ts it not a fact that in the case of the Hindu, under the Mitakshara 
Law, x^i’nperty' passes not only' on the death of a person, but also on 
the birth of a person? In the ease of the others, it only passes on death. 
What might possibly' he done is to charge the Hindu at the same rate as he 
would be if he had been governed by the Indian law of succession, that 
is to say, so far as the duty is concerned, charge the Hindu family in 
exactly the same way as a Christian family. It can be done this way' : 
suijpose there is only' one member of the highest generation in that family', 
then charge him on the whole estate. If there. are two or three brothers 
living together with their father not living, then charge him only on his 
share. If there are four, charge him on one-foui>th of the estate, because 
he can get partition. If, on the other hand, the joint family consists of 
several generations and the topmost generation consists of four brothers, 
then I would charge on the death of any' one of the brothers, on one-fourth 
of the estate, irrespective Of how many sons he may have. That is what 
would happen in the ease of the Christian family. So far as the pay'inent 
of duty is conceimed, I would consider all .subject to the sajne law, in order 
to brings all communities on the same level. 

A. — ^IVould it not be practicable to let each of the other communities 
have the advantage of their own personal law as with the Hindus? After 
all, Chri.stian families are not very' numerous in India and they must suffer. 

Q.— I don’, t, think they will suffer. You niay keep the rate of duty lower 
if you like. ' My proposition would amount to treating all the communities 
on exactly the same footing. 

Yl—oi 
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A. — doiilit If it' would work. - ’ ' 

Q. — T suppose it would. ^ It was a suggestion made 1)3' Mr. Wild aud 
auotlrer witness from Madras'. I would, of course, tax partitions as they 
would be in the nature of a gift. 

A. — They are not in the nature of a gift. 

Q. — ^In the case of the other communities, gifts should not bo taxed 
if they are made three years prior to death. Under the Muhammadan Law, 
an5’bod5' can claim partition if he is a major within one or two yeai’S after 
death. 

A. — It is not an easy matter. 

Sir Percy Thompson, Q. — Is 3'our conception of a death, dut3’ some sort 
of a graduated tax on proi)ert3’ which passes on death? 

A. — I regard death duties simply as a tax on accumulated wealth paid 
1)3' the estate of a person to the State which protects the inhabitants : ' 
it is similar to the old feudal fine. 

Q. — Is your measure of the dut3' the value of the property which' 
nctuall3’ passes on death? 

A. — No; the modern idea apparently is that those who get 'more .should 
pay a higher percentage. 

Q. — T am talking about the estate dut3’ which is chargeable on the 
corpus of the estate and on the value of the propei-t3' which passes on death. 
If any member of a Hindu famihv dies, it is perfectly useless to contend 
that he has not got something at the time of death which has a value in 
the market. All you have to ascertain is the value of the propert5' which 
passes on death. It is porfeetb' clear that if there is a father, four sons 
and ton grandchildren, what pa.sscs on death is not the whole value of the 
property of those fifteen persons, but the value of the interest of that ono 
person who dies. 

A . — Tliat is what I thought. 

Q. — In the case of the Hindus, on the birth of a child, that child 
acquires his .share of the famil3' propert3'. Suppose a Christian decides 
to do what the Hindu does and when a child is born makes over by 
conveyance part of his property to him. If you are going to charge the 
Hindu on the whole Es. 1 , 00,000 of his properly, it is qxiite clear 3'ou 
cannot charge the Ciiristian on more than Es. .')O,O 0 O; it seems to mo that 
you are penalizing the Hindus against the Christians. 

A. — I agree. 

Sir Percy Thompson. Q. — In the case of a Hindu, a partition is the 
result of the ex])rosslou of a custom. . 

A. — It is a form of sociali.sm. 

T)r. Paranjpye. Q. — If 3’ou arc going to allow different communities to 
make suitable laws for themselves, the effect of it will bo that thc3’ escape 
taxatiou in one way or another. 

A. — ^You are only dealing with things actually in existence. If you 
depart from the principle of levying a duty on property pa.ssing on death, 
you will get much confusion. I think one has to look at it from the 
point of view of how it will bo accepted by the people as a whole. If 
3'OU bring in a Bill on these particular lines, viz., that the duty slinll be 
levied only on property pa.5sing .actually on death. I do not think either 
Christians or Muhammadans would object to it. 

The President. Q. — On tho_ other hand, if you brought a Bill which 
said that, for purposes of taxation the Hindu law of succession was to bo 
made similar to the Christian Law, it might give rise to difficulties. 

A. — ^It would. 

T)r. Paranjpye. Q. — ^The duty charged would be the same ns if the 
fami^v had been governed by the Indian law of succession. 

A. — ^But they, never have been. 

Q. — ^You will obviously have to pass a law for it. 

The President. Q. — ^Is there not also this consideration that, in the 
case of ' a Ciiristian, _ the property remains as it is, jn the case of the 
Hindu the property is liable to be reduced p 
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A. — Besides, I do not know if tlic Hindu joint fainilj’^ will in tbe 
futiu-e form so important an element as it now does, beoanse when people 
get money tlie tendency is to divide and separate. , 

Q. — That means a fresh joint family is formed. 

A. — It will take time. 

' Dv. Pamnjpi/c, Q. — You consider that the duty should have r,egard 
to these three ijrinciples, the total estate that passes, the amount, ol 
legacy obtained by each individual and the relation to the deceased? 

A.— Yes. 

Q. — ^In the case of distant successors, tvould you make the duty 
fairly heavy? 

A. — should. 

Sir Percy Thompson. Q. — Don’t you think it will be as tvell to 
limit yourself, at any rate at first, to the estate duty? 

A. — ^Then it might bo said that j'ou should first have a legacy dutj' 
which will show greater discrimination. 1 think one ought to go slowly. 
As a matter of fact, I should call the legacy duty a succession duty- then 
in the case of an estate duty you would bo leaving out the question of 
sentiment and not charging according to i-clationshiii. 

Dr. Paranjpijc. Q. — A Hindu family would rather allow the levy of ' 
a legacy duty on distant relations. 

A. — So far as 1 can ascertain it, the iirevalent opinion among Indians 
is that those wlio have money ought to contribute to the oxiienses of the 
State. Here in India there is much accumulated wealth that should xiay 
its share to the State. 

Q. — Isn’t one of the bases of those duties the taxation of windfalls.’ 

A. — 1 was not looking at it from Unit j)oint of view; it is a windfall 
to the exchequer, not" to the legatee. 

Q. — ^In a Hindu family oftentimes, if a man dies intestate, the second 
cousin inherits the estate; it -is obviously a windfall. 

■ ’ A. — ^I think you will find that in India the opinion is prevalent that 
those -who have left a great deal of money should in proportion contribute 
to the exxienses of the State. 

Q. — You can have both these duties at a lon-er rate if j’ou like, but in 
the case of succession by distant heirs, I think iicrsonally that the duty 
should- be charged at a much higher rate. 

A. — ^Then j'ou should charge an additional duty. - 

The President. Q. — ^In a country of so many religions, you know there 
is the process of' adoption taking place. 

A. — ^IVhy introduce these complications when you can avoid them? 

Pr, Paranjpye. Q. — ^You cannot avoid them with justice: because a 
man has got interest in his son, he would not have as much interest -in. 
a distant relation. 

. A. — 'The chief aspect of adoption is iiropcrty not spiritual benefit, at 
least on the part of the adopted son. This is my experience in court,- 

The President. Q. — In the report of' your enquiry into the incidence 
and levy of probate duty, you say that the peseut duty falls with undue 
weight on small estates. Is it not very uufaii: on the poor Eurasian com- 
munity? 

A.— It is. 

; Q. — ^You propose that sections 187 and 190 of the Succession Act should 
b6 incorporated in the Probate and Administration Act, but why were they 
omitted from the original Act? , 

A. — I do not propose this. I say jt is a means of making the duties 
equitable. They were omitted from the Act of 1881, because it was thought 
that to insist on the grant of letters in the case of every person who died in- 
testate would result in hardship and expense to the bulk of the people whq 
are poor. 
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Q. — ^You think it would he a good thing to have the sections incorporated 
in the Act? 

A. — Only if it is ncco«saiy for fiscal purposes, but if I could avoid it I 
would. As regards wills, I should distinguish between wills and letters 
of administration. A man who leaves a will is generally wealthy. 

Q. — One point I do not understand is why you say that “though chap- 
ter III-A of the Court-fees Act prescribes certain penalties for under- 
valuation, a condition precedent to the imposition of one penalty, at least, 
would appear to bo the application of the offending parties.” 

A. — That is the result of a ruling of the Calcutta High Court. It has 
been generally accepted. 

Q. — Under what section is it? 

A. — It is a section which relates to fraud : — ^section 19-E. 

The Fresidenf. Q. — 1 think it gave powers to the chief -revenue autho- 
rity. My own view of the section was that it did not give the revenue 
authority discretion to remit the penalty; he had no option hut to impose 
it. 

A. — 1 looked up the law at the time, and T think it is correct to .say 
that when there is a fraud and you know there is a fraud you cannot levy 
, a penalty rnilcss the party applies, but you have to regard it as a mis- 
take. This is the usual procedure. There is .an application to tho court; 
then tho court goes through the probate and then it is sent to tho Collector; 
and then tho Collector goes into tho a.sscts and valuations, and if there is 
suspicion he calls upon the petitioner to give evidence. But ho cannot record 
evidence on oath and cannot compel production of documents and accounts. 
The petitioner has got tho grant already in his hands and it is- not to his 
interest to produce accounts and books. 

Q. — But if a mistake is brought to tho notice of tho High Court, does 
not the High Court withhold the grant? 

A. — Under tho law they arc compelled to give a grant. They cannot 
withhold it pending the Collector’s onquiv}’. “Tho grant of probate or 
letters of administi-ation shall not bo delayed by reason of any motion 
jnade by tho Collector under section 19-H, sub-section (4).” That is tho 
language of tho section, and that makes it perfectly clear that the .court 
cannot withhold tlio grant. 1(711011 it has been sent to the Collector and 
the Collector discovers there is a fraud, the.v cannot bring tho law into 
operation and punish tho man for fraud unless he npiilics to amend his 
application. 

Q. — Does not section 19-E provide that? 

A. — “The chief controlling revenue authority for the local area in which 
the probate or letters has or liavc been granted may, 6n tho value of the 
estate of the deceased being verified by affidavit on affirmation, cause tho 
probate or letters of administration to bo duly .stamped on payment of the 
full court-fee.” That is perfectly clear. I think I am right in saying 
they are not compelled to swear an affidavit or make an affirmation. So they 
do not bring themselves under this particular section. 

Q. — Does not that refer to tho affidavit in tho High Court? 

A. — ^I'hat refers to the second affidavit which comes into account only 
after the papers are sent to tho Collector. If you want to impose a penalty 
under section 19-E, they have to apply by affidavit or affirmation. 

Q. — ^We treat the affidavit before tho High Court as his affidavit. 

A. — do not think you are justified in doing so. 

Q. — The man has already sworn his affidavit. 

A. — You have taxed him on that. Here you have to tax him on the 
difference. His first affidavit has been sworn and probate has been granted 
on it and was incorrect, and he must apply and make another. 19-H is 
the section which authorises the revenue authority to act without the 
party. It is quite clear. 19-E requires an application and fraud. ‘ 19-G 
requires no application and is for mistake. 

the Bill to amend the Court-fees Aet, Is tliat the 
Bill which was started about 1918? 
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A. — it vras introduced before March 1918 before the Legislative As- 
sembly. 

Q. — ^It was the outcome of an enquiry that was going on for a long 
time ? 

A. — ^Yes. 

Q. — ^You say : “The Commissioner of Income-tax is clearly the person 
most competent to advise as to the jjarticular officer to be employed when 
adequate powers make enquiry profitable.’’ Would it be a good thing and 
profitable to have the whole thing administered by the income-tax depart- 
ment? 

^ A. — I think so. Unless you do so, you cannot get access to the records 

of *the income-tax department. 

. Q. — Have you studied the question of blank transfers and stamping 
of the contract note? 

A. — ^When I was Secretary to the Stock Exchange^ Enquiry Commit- 
tee, 1 went into the question so far as it could be gone into. It is a very 
difficult question. 

Q . — yfe were told there were great legal difficulties in respect of blank 
transfers. 

A. — Apparently in London a transfer in which the details are not 
filled in is not good tOnderj in Bombay a transfer in blank form is good 
tender. If it can be done in London, it can be done in Bombay. 

Q. — Suppose you legislate to that effect? 

A. — ^The Bombay Stock Exchange say they would not object. They 
are experts. The real reason they do not fill in the translers is to avoid 
the duty. I think it is now 12 annas. If you want to compel them to 
abolish blank transfers or to limit the life of blank transfers, you will 
have to reduce the duty. But it is difficult to see how you can enforce it 
without the co-operation of the Stock Exchange. 

Q. — ^Would .they not be willing to co-operate? 

A, — They would be willing if the duty is reduced. They do not like 
blank transfers themselves; nor do companies, because the companies never 
know in whose name the share stands, 

Q. — ^IVith their co-operation do you anticipate any legal difficulties? 

A, — No. The members of the Exchange are bound by the rules of the 
Association but blank transfers cannot be abolished generally by executive 
order of Government, but the Stock Exchange can forbid them to their 
members. It would be necessary to enact in "the Companies Act that trans- 
fers in blank are void, to abolish blank transfer’s outside the Exchange, 
and the Exchange contemplate Government action. 

,Q. — ^It has been suggested that we should levy a low ad valorem duty 
oil the contract note. 

A. — ^That, T think, is the only waj^ of taxing if you want to tax specu- 
lative transactions at all. 

Q. — ^Do you think there will be any great difficulty in forcing the Stock 
Exchange to adopt the use of an uniform contract note? 

A. — The Stock Exchange, as a matter of fact, have agreed to do it. 

Q. — Have' they a rule under which it is optional to file a copy of the 
contract note with the Exchange? Would you comiiel them? 

A. — ^They have no rule, but such a rule would be useful, and if the 
brokers make their clients xJaj" the stauixi duty on the contract note, they 
would not have any objection. 

Q. — They would not break the Jan to favour their clients? 

A.— No. 

Q.-^You do not see any real legal difficulty? 

A. — ^There are no difficulties, legal or otherwise, which cannot be over- 
come so far as I can see. The Stock Exchange do not object and they are 
experts. 

Sir Percy Thompson, Q. — What would he the advantage of filing a 
copy of the contract note with the Stock Exchange? 
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jT/iC President. — ^Tlie idea is to prevent tlie evasion of the 4uty. 

Sir Peiey Thompson. — How would that prevent evasion? 

The President. — ^You have something to refer to. 

Sir Percy Thompson. — ^You might file a coijy, hut the copy would not 
bear a stamp. 

The President. — ^But we know there is a contract. 

Sir Percy Thompson. — 1 am sorry I cannot follow you. Suppose 1 
have a contract note and it has to ijay' Es. 10 duty. 1 do not init the 
stamp on the counter-foil filed with the Stock Exchange. How are you 
going to find out 'whether the original was properly stamped or not? 

lF^^7^css. — Suppose the parties fall out, then it will come to nbtico that 
th'.s particular transaction had been entered into and then probably you 
will come to knoAv that it has not been properly stamped. You can check 
the counter-foils with the value of stamps sold. 

Sir Peiey Thomx>son. — Supimse you have contract notes filed in the Stock 
Exchange that ought to have paid Es. 4,000 duty, but you have only sold 
Es. 3,990 woi-th ol stamps, how can j'ou ascertain which imrticular broker 
is short ? 

The President. — ^You may paste the stamps across the dividing line 
seiiarating the original and the counter-foil. You have to deface the stamiis 
any way. 

J)r. Paranjpye. — You could have duplicate stamps, stamps consisting 
of two parts, Es. 10 on one side and Es. 10 on the other. 

Sir Percy Thompson. — Then 1 might put Es. 10 on one side and not on 
the other. 1 put it on the side which has got to go tp the Stock Exchange. 

The President .—Yon make the stamps in such a way that you 
could not do that without defacing the stamp. 

Q. — There is just one othci thing. Tlie stamp duty on transfers is 12 
annas per hundred rupees. Now you •.vanb that to lie reduced to 8 or 4 annas. 
What duty would you contempl.atc so that it might be provided 'that 'each 
transaction should have a tianstcr? 

A. — Then you will bo making the duty very heavy if you tax every 
transaction. I do not contemplate between settlement days taxation of 
all tiansactions. 

Q. — ^You have a settlement day? 

A.—Yes. 

Q. — ^Is it not a simple thing to say everything should be cleared on 
that day? 

A. — ^But you cannot prevent carrying over. The whole objection if, 
you are going to impose a stamp duty on badli business 's, the duty is 
too high. 

Q. — ^Definitely clear up everything on settlement day. Surely you 
can carry over, but you use transfers. 

A. — They can use blank transfers. They need in practice use none. 

Q. — understood you to say there would be no objection to 'Using a 
transfer if the duty is reduced. 

A. — ^Yes, that is the opinion of the Stock Exchange and the Enquiry 
Committee. 

Sir Percy Thompson. Q. — ^The duty on transfers in Bombay, jmu 
Say, is 12 annas, i.e., I per cent, in England the duty on transfers is 1 
per pent. 

A. — ^But all the members of the Stock Exchange Committee were un- 
animous on the point that if you really do want eftectually to enforce this 
stamp duty, you will have to reduce the rate. 

The President. Q. — Then as regards court-fees, they are sT great 
deal lower in Bombay than in the mofussil. 

A. — ^You cannot make a comparison between the High Court and the 
mofussil courts. 

Q. — It is chcaijcr to file a suit in the High Court than in a mofussil 
court. 
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A. — ^Yos. But T. u-ould. liaro to paj- more from tbo point of viow of 
pleaders, solicitors, ole., in tlie Higli Court. 

Q. — That does not come Co llio State. 

A.— No. 

Q, — As regards suits in tlio districts, li.ave you any obsen-ntions to 
give us about tlio way tlio fees are levied on suits which are iirider-asse^-s- 
od, such as suits for declar.ation. Wo are told a good many of them pay 
only ft nominal rate. ^ 

A. — How are you going to value a declaration? 

Q. — Aro they not suits for value? 

A. — But a declaration does not always result in consequential relief 
which can be valued. 

Q. — Would it not be possible to frame a definition to dilTerentlato suits 
for mere declaration from suits which would result ns a suit Tor value? 

A. — Yes; I think it would. As a matter of fact, it sometimes happens 
that judges find that a suit for declaration is an attempt to defraud the 
revenue and that the party is really suing for possession. 

Q. — Is there an agency in the courts that looks after the interests of 
Government in this connection? 

A. — ^Tho Clerk of the Court has to look through every oppUcation ; then 
there is the opposite party who might take objection to the shortage in 
fee. 

Q. — ^You leave it to^ the opposite sido? 

A. — There is the Clerk of the Court. . 

Q. — ^Is he an expert? 

A. — ^Ho is supposed to bo. 

Q. — Would you like to have an audit of court-fees received? 

A. — ^It might assist. 

il/r. WiJes *. — An audit was made and little was realised. 

Q. — ^Would it he likely to yield more revenue? 

A . — J do not think that the suits are grossly undervalued. After all, 
if the right claimed is going to be of any value, it is going to lie di.spuled 
and the opposite party will take objection to the valuation. Time after 
time I have had to frame an issue whether the plaint is properly stamped. 

Q. — ^Take a somewhat similar case. It is quite a common thing that 
the result of an application for a succession certificate with regard to a 
particular debt governs the whole estate. 

A. — ^All the debts have to bo shown. 

Q. — ^^Vhat I mean is, if a man gets his certificate with regard to the 
.smallest debt, then the other parties will not oppose him with regard to 
the rest. h. 

A. — Now all the debts which ho recovers by means of the certificate 
have to bo entered. Under the old succession cevtificalo, of course, you had 
not to enter the debts to be recovered through the court. It was a general 
certificate. 

0- — Y'ou cannot enforce it legally. But. as a matter of fact, other people 
would not oppose if you lake out a certificate as regards one debt. 

A. — That is po.ssible, but how aro you going to stop that? 

Q. — I am only giving jmu an instance. 

A. — ^If people agree to p.ay without a certificate, t]ioro is no need to have 
a Bucce.ssion certificate. The law does 'not compel every one to take a 
succe.ssion certificate if debtors will pay without it. 

Q. — Tho 3 ' agree to pay on consideration. 

A.-*— It is their right. The law allows them. 

Q. — Aro there any other points with regard to court-fees on which .vou 
can enlighten us? Wo wore told in many jdaccs that the whole schedulo 
wants re-casting. 


•^Hio was present when the evidence was taken. 
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ages , etc. It may also bo interesting in this connection to see the various 
fninino roports aiul to trace tlie present development of the famine measures 
novr cnrreiit. from which the item of 'relief ivoilcs' is being gradually ex- 
punged a fact indicating the increasing poivcr of the masses to resist the 
eflocls ot famine. Even if we add these to the list in Annoxurc tj. it cannot 
be .said that the material is sufficient to form the basis of an approximatolv 
accurate estimate o) tlie incidence of taxation on different classes. Indeed, 
if }vould, in the first place, bo necessary to define Ibe different clas.sc.s for 
u’liicli an estiinalo is to bo aticmpted. 'Ibi.s done, an exjiert .staff mill luive 
to bo engaged in making pensonnl enquiries into the condition of the different 
classes in roprosontalivo towns and villages. 

Q- 9- — I consider that without a special establi-slimcnt to examine ac- 
count books or to make inquisitorial enquiries we could get no reliable data. 
^Vith sueb an osLablisbmont, wo must divide the classes into (a) agriciiHurc, 
(b) jirofossional, (c) manual workmen, and (d) officials. ]3ut this would leave 
jnit hundreds of thousands of depressed cla.ssos. Manfif:, jj/ionf;/.*--. 

inferior village servants, wild tribes and the like. 

Q. 10.-::-An atloinpl was made to exininge the figures of ‘non-tax’ rc- 
I'cmie (e.g., ■ jirocecds from jienalties, from .sale of waste lands, trees, ole.) 
from the total laud revenue for collection for the Presidoney for the yoai-s 
]f)20-21 to 1922-23, and it was found that those ‘non-tax’ items amounted 
to about ‘1 per cent of the total land revenue demand of the Pre.sidcncy. 

Q. 11. — Similar items also ajipoar in other revenue heads, e.g.. ‘Local 
revenue’. 

Q. 12. — No. The forests «aro worked eonimercially in one sen.se. In 
another .souse, they arc woiked to assist the cnliivntoi. Large rovennos arc 
surrendered to the cultivaior.s in the vicinity of foro.sls hy free grazing or 
grazing at nominal rates, by privileges which enable cultivator.s to lake 
material for agricultural purposes and the like. The Forest Code givc.s all 
details. 

Q. 13 (a). — It should endeavour to make the departinent a commoreial 
proposition as far as may ho, after the convenience of agriculturists has been 
carefully observed, so that tito department eaiinoL he worked according to 
(a), fb) and (c). No. 

1 consider that as regards irrigation tho advantage to the cultivator 
should bo considered even though the imdoiTaking proves a loss. If the wealth 
of the agriculturists which will .^uperveno on the undertaking of largo irri- 
gational schenios is accepted as denoting an incroa'-c of the wealth of tho 
vStatc, as it .should he, it .should not he neco.ssary to limit our irrigalional 
schemes (^as now under tlio orders of tho Govoi-nment of India) to those only 
wliich pay a substantial rale of interest. 

In a scarcity tract a sclicme that yielded 1 per cent, for example, would 
bo a real paying concern ; we sliouhl bo saved the beavy losse.s liy remission of 
land revenue; the heavy cost of ‘famine’ operations and the weakening of 
tho population and stock. 

Q. 14.— Tho public get good value for their money from (a), (b), (c), 
(d) and (c). 1 know nothing of (f). Every country is entitled to make a 
profit on providing the eonveiiiencc of coinage. 

Q — It Is always a very low rate. It is fixed (a) on the capacity of 
the raivat to jiav, and' (b) on the necessity of yielding a return. The report 
of the frrigation Department shows the very .small profit that is obtained. 
It is not a tax. I approve of (1) only, but the rate of interest .should he ko})t 
so low as to make the rates easily 'paid. Tlio i-olnrn sought should ho the 
advantage of the people and the Slate in genera! rather than the intere.st. 
A State 'cannot ho run as a hank which advances money to make a profit. 

Q. 16. — Yes. A hotterment lax. The Stale should take 50 per cent of 
the increased value of land by imstalments. But tho land law will have to 
bo altered to allow tliis as we have a 30-yoars guaranteed settlement. 

Although under Section 55 of tho Laud Bovenue Code we can charge 
extra rates for new water facilities, we cannot charge on tho betterment of 
the laud : this stands in the way of our irrigalional schemes and a land tax 
law on improved lands benefiting from a new canal .s.vstem .should ho intro- 
ducod enabling tho Stale to take 50 per cent of the betterment. On Ibe 
Bari Deal) Scheme in the Punjab, land increased in value from under Bs. 20 
pen aero to its. 400 per acre over an area of CO.OOO acres. 
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Q. 19.— In all parts of India special taxes arc employed for special areas 
(lunnicipalities for examiile). There should bo separate incidences shown; (1) 
large cities, (2) municipal areas, and (3) inofussil areas. (2) might ho split 
up into three heads : areas with a population (a) of 80,000, (b) of under 

80,000, and (c) under 40,000. We hare small municipalities of 15,000 where re- 
sources are small, and taxation is thei'efore light. 

Q- _ 20.— Yes. taxes which are earmarked for xjarticular services must 
bo distinguished from taxes levied for general purposes bj' the local body. 
The following is a list of taxes levied for general purposes and those levied 
for particular services : — 


Taxes for general 
piuposes. 

1. Octroi 

2. Terminal fax 

3. Ta.x on house and lands 
• 1 . General sanitary cess 


Taxes for particular 
serviee.s. 

Eoad lolls. 
Water-rate. 

Lighting tax. 

Special sanitary cess. 
Pilgrim tax. 


Q. 21. — I consider indirect taxation is taxation whether voluntary or 
not, although, as it is more or less hidden, it is not so much complained of: 
tile burden is increased on the tax-payer whether it is vohiutarj" or not. 
Any procedure that increases the normal price of a commodity as supplied 
into the hands of the consumer is taxation. The favourite form in this Presi- 
dency of indii-ect taxation in a municipal area is octroi, and this is on food 
as much as on luxuries, and has to he paid. 

Q. 22. — I see no reason for the distinction. 

Q. 23. — All taxation whether of tobacco or other luxuries imposes an 
economic burden. If I pay £10 more a year by tax on tobacco, I liave £10 
less to invest, i.o., to spend productive!}-. 

Q. 24 . — Entertainments sliould be taxed. Tlioy are lu.xuries. Railways 
should ho looked upoit as income yielding. ,So far as they provide a cheaper 
form of tran.sport tlian can. otherwise be obtained, they are entitled to charge 
at a profit. 1 would not put any tax on railway tickets. 


Q. 25. — Difficult to answer. The communitjes 1 know, which should by 
religion abstain from tobacco and intoxicants, do not as a whole follow these 
tenets strictly, although some do. - 

Q. 26. — ^I'his would involve a very long the.sis. Ricardo is well worth 
studying, 

Q. 27. — Yes, except those who absolutely cannot afford to pay owing to 
iheir margin of comfort being too narrow. 

Q. 28. — Ye.s. There should he no representation without taxation. But 
the idea that the people should only be taxed to the amount they desire is 
imi)ossihle. Human nature always wants to get something for nothing and 
also wants to get something bettor than the last. This is only a conversion 
of tile idea that someone else must work for you free, and should, next time 
give you better service. Such ideas are impossible to work in civilised coun- 
tries. The .average indivklnar.s opinion is opposed to taxation, he accepts 
it as a necessary evil, and if he gets the chance hp would avoid it. It is for 
the Stale legislatures to impose such taxation as is necessary from the wider 
point of view of the general good. 

Q. 29. — Both. But .should follow wherever j)o.ssiblG the line that the 
[loople object to least. In India people prefer indirect taxation. 

Q. 32.— bTo. 

Qs. 33, 34 and 35. — I consider there are other sources of taxation in 
addition to income-tax. I would add a tax on the profits of companies 
and succession duties. 

I consider that income-tax is a sound system of taxation so long as it 
is graduated- ill incidence, and -so long as it docs_ not entrench top mncli 
on the individual’s surplus as to limit his spending power, for, it must 
1)0 recognized that if this limit is reached the trade of a country must 
decline. An extra Rs. 1,000 in the pocket of the mdividual is of more 
value than Rs. 1,000 in the treasm-y chest. The individual will siioncl 
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liis Es. 1,000 or invesi ii, and tho result may Ijo compared witli tlio M’idou- 
ing ripples of a pool into irlnch a stone is tliromi, as ov'ery merchant 
Avlio receives the individual’s enshom vill make more money, lb is, there- 
fore, essentia! to see that tiic income-tax does not reduce .spending pover. 

I approve also of a tax on luxuries, ajid in this I inchido entertainment 

tax. 

I consider that Indian income-tax can be increased. T vould not dis- 
tinguish betmeen earned and uneamod income. Tlic subject .should be 
encouraged to invest. 

In India an income of £300 to £500 is far greater n'calth than in 
England, firstly because tho standard of comfort of the individual is lover 
in India than in England, and also because local rates are very low and 
never reach 50 per cent of bis ralcdblo ^aluc as is common in England. lie 
has a larger margin. I con.sidcr. tbcicfore, that tiic income-tax of 2.0 on 
an income equivalent to .C300 onwards can bo suitably raised (with suitable 
rebates. I’lie first £100 of income should bo free from tax if tho minimum 
of Es. 2,000 is maintained). 
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A luxury tax is embodied in tho fiscal policy of most countries and 
exists in India. Notice for example tho dut 37 of 30 jior cent on motor 
cars. But care must bo taken not to charge excessive customs rates which 
will reduce consumption to an apjireciablo extent. Two and two of tho 
customs do not make four. Tho high customs duty, for example, on 
chamimgno in England has reduced its consunqition. 

Q. 3G. — No. A small allowance of .£2.5 is allowed in England for each 
person supported outside tho family, and if names and addresses are given, 
the persons who are said to bo .supported by tho pa.vor can be verified. 

Q. 37. — 1 do not favour suiier-tax. 1 would suggest that ijistead of 
super-tax there .should be c graduated tax on dividends : and tliat after 
a 12 per cent dividend tho State should take 10 to 25 per cent of tho 
increase. 

In recent , 3 ’ears 50 per cent has boon jjaid Ijj’ mtinj- mills. Alcock 
Ashdown & Co., connected with ship-building and machinor.y, paid 100 per 
cent a few j'ears back. Companies should not bo i)ormittod to exploit 
the necessities of a country, and I cotisidor that 12 per cent is a dividend 
that would tempt invostor.s to tho fullest extent. 1 admit that a well-run 
company lias a right within certain limits to make a largo profit, but I 
think that tho right should bo limited to some extent as I xiroposo. Too rigid 
a su])or-tax mubt diuve a comjiain- to .sjiond monoy_ .somewhat froel.v on 
Gxtonsions, renewals and repairs, which can bo carried much too far. I 
consider that if Government were to take a small iiroportion of all dividends 
over 12 iior cent, there would bo no attempt at evasion b^’ such means. 
If a conipanj' could paj' 20 per cent it would jinj- to tho shareholders 16 
per cent and to Government 4 per cent at 50 .per cent or 18 per cent 
and 2 per cent at 25 per cent; 16 or 18 per cent is a good return to a 
shareholder. 

Q. 38. — do not think agricultural incomes should bo taxed. Govern- 
ment receives land revenue, and tho local bodies receive local fund cess 
of ono-sixteonth of tho land revenue (which can bo raised to two annas 
per rupee) on every acre of occupied laud. As already a contribution i.s 
made l)y agriculturisls and sowrnrs who hold land to the revenues of tho 
country, and as this privilege has existed since our income-tax came into 
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force, I consider the holder of agricultural land should be exempt. Agri- 
cultural profits moreover are subject to such, vide variations, especially 
in Bombay where we have the east of the Deccan subject to scarcity yeais, 
that the income would have to be calculated afresh every j’ear. After a 
scarcity year, moreover, the question of refunds would be most difficult 
and complicated.- I consider it most difficult to assess the profits of agri- 
.cultui-e. The 5'ields of individual fields in the same village vary according 
to the amount of energy and enterprise of the cultivator. 

Q. 39. — I am afraid the estimate that the amount of income-tax levied 
on agricultural incomes above the subsistence level would be Rs. 15 to 
Es. 20 crores is prima facie wide of the mai-k. In the first place, it is 
unsafe to make anj^ such estimate without proper data, which can only 
bo obtained bj' a close inquiry of the conditions _ in different provinces, 
which indicate a separate estimate for each province. 

So far as the Bombay Presidency is concerned, an attempt was made 
in 1923 to frame estimates of the probable income-tax revenue from agri- 
cultural revenue (vide paragraph 4 of Gr.R. 195-B-Confl. of 12th June 1923). 
In the course of these enquiries, the estimate for the Central Division, the 
land revenue of which amounts to 1.4 crores, was found to be Rs. 7,80,000, 
i.e., less than 8 lakhs. If the proportion of probable income-tax revenue to the 
present land revenue be taken to be the same in the Presidency ' as in 
the Central Division, the income-tax revenue for the Presidencj' (land revenue 
4.38 crores) would be about 25 lakhs, and at this rate for the whole of 
India (total land revenue receipts 36 crores) would be about ‘'’Ao crores. 
But the Bombay ratio would not apply to India taken as a whole. Conditions 
. in some provinces as regards the relation of agricultural income to land 
revenue are widelj’^ different, e.g., in Bengal with its permanent settlement. 
But this would at any rate indicate that the estimate of 15 to 20 crores 
quoted in the question is by far an over-estimate. ' 

Q. 40. — I consider that the present limit of Rs. 2,000 is far too high. 
A merchant in the mofussil, who pays no land revenue and therefore no 
local fund cess, receives free schools, roads, dharamsh-alas, hospitals and 
the like. I consider the limit should at .least be Rs. 1,500 but would 
prefer Rs. 1,000. It is bad for the subject to receive advantages for no- 
thing, apart from the fact that it makes the burden unnecessarily heavy 
on others. A small income-tax on incomes of Es. 1,000 would bring in 
a large revenue; and our largest source of taxation was on the Rs. ,1,000 
incomes. 

■ I consider Rs. 1,000 fairly represents the cost of subsistence for an 
ordinary middle-class family consisting of a married couple and two or 
three children. 

Q. 41.— It is an exaggeration to say the income-tax as at present 
assessed is' a tax on honesty. Thei-e is no doubt that the system of having 
accounts of companies certified by chartered accorintants has to a great 
extent reduced the scope of false accounts. On the other hand, I do not 
think tliat the present system of centralised control of income-tax is more 
efficient in this regard than the previous system. 

Q. 42. — I am in favour of the issue of printed, bound and paged 
accounts, which alone should be evidence of a debt in a Court of Law. fn 
Italy this has been the custom for many years. I quote from my pamphlet 
regarding debtor and creditor in Sind written 24 years ago ; 

- “With such facts before us, it will be strange if some kind of com- 

mercial code cannot be made applicable to Sind as obtains in various 
parts of Europe. To say it is above and beyond the Baniya is absurd : 
our Specific Relief Act, Limitation Act and Contract Act are daily brought 
into operation by money-lenders to suit their ends, and a man, . who can 
understand and bilng to his aid the former, can understand any- 
thing. blether or not special agricultural courts should be established 
to work the Relief Acts and Commercial Act is a question wortliy 
of consideration. It would probably be found that four judges 

would be sufficient for the work, as suits would be far less frequent 
than at present, while the number, of subordinate civil courts could be 
■ rediiced. 

“It seems absurd to allow Relief Acts to be worked by the ordinary 
subordinate civil judiciary, who for so long have_ looked upon equity as 
beyond the scope of their jurisdiction, and this view is borne out by the 
■replies I received ' fi’om the Subordinate Judges of the Province, who in- 
the first fortnight of the Relief Act were still allowing 37^ per cent and 
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24 per coni on mortgage bonds. Wheilier or not tins is remedied, I rlo 
not kno-ir; but 1 have their antograph letters for perusal, if the statemem; 
seems incredible. 

“Power to go behind the bond and scrutinise debts as is allowed 
under the Pclief Acts is meaningless at present, ft cannot be exer- 
cised bj" our subordinate courts. It is as useless as an empty gun. Oui 
subordinate courts have not the mind, nor the training, nor the sympathy 
to go into the debts, nor, having all this, have they the Imowledgd. Very’ 
few, if any, can read Baniya character, and to detect forgeries and fabri- 
cations in any system of accounts, English or Native, a little more than 
a scanty knowledge of the character is necessary. Hence, the suggestion 
of the four Special Relief Subordinate Judges for this work, unless it is 
ordered that the clumsy and uncoTitli Baniya character be replaced by 
Arabic-Sindhi, a measui-e which would be unwise, if as few Bcniiyas know 
the latter character as they say. But, . jierhaps, this ignorance is feigned 

“A great deal has been written on the indebtedness question : so 
much, indeed, as to jn-ovoke a retort that this pamphlet is merely vain 
repetition of what Ijus boon said elsewhere. But in all the reports to 

Government, T believe I am right in saying that no one has over suggested 

that the Baniya’s accounts should be reformed, or, suggesting this, has 
laid down practical suggestions. TIii;b is the more remarkable because, 
granting the necessity, the remedy appears so simple to anyone acquaintoU 
with the money-lender and the methods employed by him and the ’.veak 
points that ho finds in our law. We must first of all lay down that, as 

unregistered documents are not evidence to prove sale of land of over 

Rs. too in value, so unbusinesslike books .shall not be produced in a Court 
of Law in a suit on a debt. It will then be necessary to lay down what 
a business book is, and having done this, to take measures to prevent fraud 
and fabrication, for the money-lender will not readily forego the faciio 
profits which he' has enjoyed so long. 

“Jt will bo first of all necessary to interpret Section 34 of the Evidence 
Act strictly, and to allow claims to confidence to those books that are 
entered uji from day to day, and to consider that these only are regularly 
kept in the course of Imsiness. (T.L.R., 10 Cal., 1024). At present, the. 
rntnaiDfi. which is entered up two or throe months, or even later, after 
the original transaction, has no right to bo produced, oven to refresh 
memory in a Court of .Justice, while the account ledger, with its casual 
entries and its .slip.shod mcthod.s, is equally worthless. 

“We have therefore to .secure the maintenance of business hooks and, 
in view of the frauds that are practised, to secure those books from sub- 
sequent manipulations of an unscrupulous inone.v-lendor. Tn a countiy 
where the debtor class are notoriously’ ignorant, laws must be passed for 
their protection in .the same way that in England laws have been passed 
to protect minors, seamen and others. 

“Every’ account book must, therefore, be purchased from Government, 
ft will be numbered, dated and paged and totalled by’ a resiionsible'officii’J. 
and entered in a register. No erasures or insertions will ' bo permitted, 
except as notes, and no alterations which obliterate the original entry’, as 
is now the custom. An index mxist bo kept. At present, if an index is 
maintained whereby’ an interpolated account could be detected, it is always 
dc.stroyed when the ledger is produced before mo. At the close of each 
yoai-, the account lodger must contain an abstract of all de.alings, copy 
of which is to be sent to the debtors. The abstract will show the number 
of the account of every debtor in the ledger, the amount of principa,!, of 
payments and of interest, and will be endonsed by the officer who is apiminted 
by GoverJiment to suiierintend such books. Whether he is to be an ex’st- 
ing official or not can be subsequently determined, but verification foes 
woedd go far to pay for a specially’ appointed officer. No account which 
does not appear in the alrstract and tally’ with the description therein 
shall be accepted in a court of justice, and all acknowledgments of accounts 
must bo attested by at least one literate zamindar and not by the BaJtiya’s 
relations or neighbours, as at present. The ‘verifier’ is not re,sponsiI)le 
for the correctness of the totals, as his time is limited. 

“Each year a new ledger must he employed, starting with the abstract 
of the last ledger This will prevent the insertion of fair copies or spurious 
accounts in old ledgers, which is one of the features of the Botiiya’s account 
sysstom at present, wlicn he jn-oduccs his books before a court that has power 
to scrutinise the original debt. 
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“The roznama must be closed and totalled dailj'. Even if tlie 
Tianiya does tin's nominally, it -n’ill prevent a groat deal of fraud, as in- 
sertions and additions' will be more difficult, and the closing and totalling 
•will prevent any alteration. Of course, a Baniya may write up his roziuiniti 
at the end of a few months in daily totals, but his fabrications will be 
limited to those months, whereas at present there is no limit as ho can 
correct his totals or not'^even total his roznnma. The .same rule as regards 
con-ections, interlineations and erasures will appl 5 ^ 

“The roznama will be numbered, paged, and the page total duly 
endorsed before it is opened. This will prevent insertion of pages, concoc- 
ting spurious roznamas and writing up fair copies as at present. 

“The roznamas will be closed with an abstract each year, or earlier, 
if a partnei'ship is wound up, and will be duly attested by the official. 

“The maintenance of a roznama will be compulsorv for cash items, 
and in the case of grain dealcis a day-book, showing the grain transactions 
each day, must also be written up. 

■ “No suit on a debt will be allowed in a Court of Justice' if these con- 
ditions, both as to books and absti’acts, are not strictly complied wiLh 
They impose no restriction on an honest money-lender; on the contrary 
tboy will be gladly welcomed by bin*, a.'- it will make it all the easier 
for him to prove his debt with the least trouble possible. 

“Every bond that recites consideration must quote the ledger ai.d 
roznama in which the item occurs. 

“Every payment must be entered up. in the roznama. At the close 

of each 5 'ear, a balance sheet must be filed, showing the receipts and paj'- 

ments of. the year with reference to tlie serial number of the account and 
• the number of the day-book. 

“By such a sj’stem as v this, all intei'ijolations will at once be pie- 
vented, and we have the 2 >i’<?codent of France, Italy, Spain, Russia, Ger- 
many, Austria and Greece to enforce on the money-lender the maintenance ' 
of proper accounts. In those countries, the trader must keep a day-bjok. 
letter file, balance sheet, showing his complete assets, the debts due to 
and the debts due by him with the value of each debt. The day boolc 
and the debts due by him with Urn -value of each debt. The day-bo'ok 
tialled, and .sealed each year Ijy the Commercial Court or the local Mayor. 

If these regulations arc necessary in Europe, they are far more necessaiy 

in a country where the agriculturist cannot read or Avritc and keeps no 

pass book or private account, and whei-o, therefore, the histor.y of the 
transaction can be easily concealed by the mone.y-lender. Chaiiter III snows 
how necessary such a Code is in Sind. 

“Such are the legal jirecautions I would recommend in the way 
of bridling the i>rivate money-lender. It maj' be argued that in England 
the law does not interfere with the accounts of iirivate money-lenders ; but 
there it is a , trade of very little imimrtance, while here it is universal. 

If such restrictions drive the petty money-lender out of the trade, so 
much the better, as he has to make exaggerated profits out of usurious 
interest and fabricated accounts in order to make up for his deficiency 
of capital. 

“An abstract of a commercial code that should -be applied in mder 
to enforce tlie correct keeping of accounts has been given at page 122 of 
my Administration Report for the year 1899-1900, and I repeat it hero 
for f acilitj' of reference ; — 

“1. Ev'cry mpne.v-lendcr must keep a day-book, which will show 
all cash items on -flie credit and debit sides, and every merchant shall keep a / 
goods day-liook to show all business transactions and every receipt and pay- 
ment under any head. The cash and the goods day-book shall be balanced 
daily when transaction.'- occur. The day-book shall be kept indejiendent of 
any' other books which may be required in the person’s business. A mone.v- 
lendor who is also a merchant shall keep both books for both branches of 
his trade. 

“2. No day-book, ledger or bock of account other than those supplied 
bv Government, and kept in the manner prescribed by this Act, _ shall bo 
admissible in a court of justice in evidence of any item recorded therein. 

Eveiy business person must submit annually to -Ibo iMnLlitiai Lar 
an inventory of debts owed by and to him of whatsoever nature 
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and origin. The inventory must be closed by a balance sheet 

and statement of profit and loss, and must bo entered and 

signed year by year by the party in a book opened for the purpose. 

“4. The day-book, inventory book and ledger shall not bo brought 
into use until each leaf thereof has been numbered and coiintersignod by 
the Mvkhfkirkdr. On the last page oi the above-mentioned book shall bo 
entered the number of pages comprised therein, and the Bhikhtiarhar shall 
append to such entry his signature, duly dated.' 

“o The daj^-book vhethcr of cash or goods must be presented once 
in every year before the Mtthhfiarl'or, and shall be visaed by him immo- 
diatelj’ belov’ the latest entry therein. The ledger shall likewise be pro- 
duced once a year, with an abstract of all accounts therein, showing the 
debit a7id credit totals and the balance duo on each. ® 

“6. The above-mentioned book must bo kept in order of date and 
sequence, ivithont blank .spaces, intorline.ations or marginal alterations. No 
erasures are allowable, and where any corrections maj' bo necessary, it 
must bo made in such a ivay that the words struclc out shall be complotelv 
legible. 

"7. Whoever makes a regular business of trading in money or credit 
must, at the close of each year, make up the account of every person who 
has dealt with and has become bis debtor, and within three months from the 
close of the year must send to such jiorson an extract in writing, show- 
ing not onlj’ the total due, but also how the total has been arrived at. \Vtxo- 
over wilfully neglects to comply with this regulation shall bo punished with 
fine which may extend to Rs. 100, and .shall lose his claim to interest for 
the part of the year on all items which ought to appear in such extract. 

“8. Every possessory mortgagee .shall forward to his debtor, through 
the j\f\iJchliarl;nr, at the clo.so of every year a .slalomont .showing the assess- 
ment levied, the expenditure and the outturn on the mortgaged laird, and the 
amount carried forward again.st the debt, and at any time the mortgagor 
shall be allowed to sue for aii account and to apply to the civil court to fi^ 
the instalments for redemption of the mortgage debt.” 

Q. 43. — T am strongly oppo.scd to the iirosont day idea that the subject 
should bo the assessor of his own taxation. Such a scheme woiild not work. 
The employment of non-official assessors and commissioners in India is not 
at all desirable. It would only give additional scope for speculation and 
fraudulent practices, and it would bo impossible to get an impartial non- 
official assessor as all arc interested jiartios. The growth of civic spirit 
which can successfully stand private and individual temptations, is not yet 
sufficiently advanced in India or any other country. 

Q. 44. — I do not think the objection counts for much. There may b« 
cases of preferential treatment, but income-tax-free dividend saves a great 
deal of investigation and is better for the State as no dividends escape pay- 
ment. I iirefor on the whole that dividends should be paid after deduction 
of tax. 

Q. 45. — Yes. 

Q. 46. — “Incomes derived outside India” should bo liable to taxation 
if enjoyed in India. The justification for incomc-tax_ is, I consider, based 
on the fact that the subject must pay for the protection and good Govern- 
ment that enables him not only to earn but to enjoy an income. 

Q. 47. — The present system has on the whole worked satisfactorily 
and is understood, and there is no case for any change. The three years 
assessment is troublesome, and occasions many demands for refund. A 
claim for refund where the previous j-ear’s income is the basis is easier to 
decide. 

Q. 96. — ^Without referring to text-books I would define a tax and lent 
as follows : 

Rent is that amount paid either in cash or kind to the owner for 
enjoyment and use of property by a third party, which is determined by 
the public demand foi such enjoyment and use. 

Tax IS a contribution levied on an individual’s income the amoum; 
of which is determined according to the requirements of the State at that 
time. 
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III tlie case of noii-agn’cultural assessments tlie rate demanded by the 
State is gradually approaching the definition of rent. On non-agricu’ltural ' 
land the latest rule is to charge half the full market value of the land as 
a rent-free holding as occupancy price and 6 per cent on the remainder 
ns rent. 

In the case of assessment on agricultural land the assessment is in 
the nature of a tax and not of rent. 

Land tax is a tax on the profits of land. Government as owner of 
land under Section ;}7 of the Land Revenue Code does not take full rent 
from tho_ occupier, but charges assessment on agricultural land observing 
the princii)]o laid down by Lord Elphinstono that assessments must bo light. 

Our assessments as .shown in revision settlements are often only ono-fifth 
of the rent which the owner derives from the laud. 

Agricultural assessments are based upon a share of the net produce 
and arc to a great extent empirical and are based upon general considcra' 
tions. To charge on the gross produce would be to place an undue tax 
on energy or industi-j*. 

While the Government of India has laid down that the maximum up to 
which assessment should be charged is 50 per cent of the net assets, ic 
is not bound by such a figure nor under our present law can it be held down to 
any definite limit. The Saianpur Rules of 1855 lay down that one-half 
of the woll-ascortaincd assets is the share to which Government is entitled. 

In actual practice I do not know of any case whore in this Pre.sidoncy 
wo take 50 per cent of the net a.ssets. In_ our revenue settlements we fi7id 
that the as.se.ssment heais a small proportion to the rent the tenant pays 
to the landlord. I’his rent varies from 24 to 7 times the actual n.s.scssmont, 

Q. 97. — The assessment should be such that it can be paid by the 
cultivator without difficulty over a term of yeai-s. He can either work the 
land liimself and icceivo the pi-ofits of the tejiant and of the landlord, 
or he can lea-sd out the land. When ho finds the rent is .sufficiently lucra- 
tive to save liim the trouble of labour he ceases to labour and lives ns 
a landlord. The landlord jiays as.so.ssmcnt and he chaiges the highest rent 
that the agriculturist cau pay him. If the assc.ssmcnt were doubled, ho 
could not charge more rent, and if it were reduced, he would not charge 
loss rent, 

Q. 98 (1). — The first criticism is not correct. All our settlements are 
based on the ability of the raiyat to pay. The falsity of such a statement 
is proved at once liy land sales which are u.sually higher than 50 times 
the asse.ssment (.see Q. 104). 

Q. 9S (2). — The second is a half tiuth as there is a guarantee of a 
settlement that .shall be for a term of 3 ’ears not exceeding thirty. If it 
is meant that there is uncertainty which perplexes the owner of land, the 
falsity of this statement is shown by the fact that land sells under our 
.io-ye’ar guarantee at a very high figure and that the rate is shomi in 
our rovi.sed settlements to * he steadily rising considerably over by rate 
of the past seltlomonts. For instance, in the taluks of Raver and Yaval 
(East Khandesh), which are typical of concentrated cotton cultivation, the 
figures arc ns follows for the average values and rents per acre for all 
classes of land, good, bad and indifferont : — 


Periofl. 

1 

Haver. 

i 

1 Yaval. ■ 

Land values. 

Rents. 

1 

Land values. 

Rent. 


JIS, 

1 

RS. 

RS. 

i RS. 

1888-90 

48 

1 

5 

nt 

n 

1910-14 

165 

10 

170 



Tliis .shows that in twentv-fivc years land values increased fourfold and 
rents doubled. In Dhulia taluk, another typical cotton tract, land values 
increased threefold and rents doubled during the twenty years prior to 

YX— 6f) 
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1918. In Sampgaon taluk (Belganm district), •n’liicli grows cereals as its 
main crop, land values increased threefold during the -thirty years prior 
to 1913. 

In the non-cotton tracts also the same movement was going on. Land 
in the essentially cereal-growing tracts of the Ahmednagar and Parner 
taluks (Ahmednagar district) went up to double and treble its previous 
value during the thirty years preceding 1916 ; while in the Shevgaon talulc 
of the same district, which had begun to grow cotton on a fairly extensive 
scale during that period, land values increased fivefold. Even in the rice 
area of the Eatnagiri district land values more than doubled themselves 
between the years 1897 and 1914. 

Q. 98(3). — ^The third cannot be seriouslj' meant. The raiyat knows what 
he has to pay. He gets a notice of demand; he has his receipt slip and gets 
receipts. He can at any t me inspect the record of rights and see what he 
has to pay. The Government officers call up raiyats to the cliavndi and 
insiiect their receipts and question them, and safeguards are taken in 
India that are unknown in any other country. 

Q. 98(4). — The assertion that 20 per cent of land revenue is spent on 
collection alone is not correct. The real percentage for the Central Division 
is about 10 per cent even on a liberal estimate of the cost. It is arrived at 
in this wa.v. The total gross land revenue in the Central Division is about 
Es. 1,50,000. In estimating the cost of collection of land revenue I have 
taken into consideration the full amount of the pay of Talaiis and K'lillcarnis 
and two-thirds of the pay of Patch and Mahars in cash, and one-tenth "of the 
gross charges on account of the pay, etc., of lifamlatdars, Deputy and 
Assistant Collectors and the clerical establishments in the district. We thus 
get approximately a total of Es. 14,86,000 which works out to 10 per cent. 

Q. 99. — These so-called temporary settlements are not based solely on 
prices. There are also other factors taken into account, e.g., rents, value 
of land, progress of commxinications and other facilities, etc. It is not 
understood how prices (i.e., one of the factors taken into account) load 
to an amount of inequality. The ordinary everyday fluctuations in prices 
do not affect the settlements in which the general trend of prices is taken 
into account over a run of thirty years. 

Q. 100 . — 1 do not favour taxation of agricultural incomes. Any 
exemption would induce fragmentation of holdings to come within the 
limit. 

Q. 101. — No. I cannot approve of a tax on mutations though there 
is no objection to a tax on transfer by sale, mortgage, etc. Mutations 
include changes resulting from other causes as well. Partitions among 
Hindu families are the first cause, and we cannot change the Hindu religion. 

“Every holding* bec.nnes subdivided when the cultivating proprietor 
dies and leaves more than one child, and as the whole face of the country 
is open and without hedges, the division is easily and speedil.y made. 
Thus the field map which fairly represents an estate one year will never 
fairly represent it five years after : in fact, we might almost as well attempt 
to map the waves of the ocean as to field map the face of any considerable 
area in any part of India.” 

In any case, I do not think a tax on mutation would check fraetioni- 
zation. The only effective way of checking fragmentation of land would bo 
by making a radical change in the ordinary Hindu Law of Inheritance. 

Q. 102. — I strongly support this theory which is directed against indivi- 
dual exploitation of State resources, the value of which has increased through 
the good administration of the State, which should therefore share in the 
advantages which it has conferred. So far as the Presidency projior is con- 
cerned, the qxiestion is more or less of an academic interest as there are no 
considerable areas of waste land likely to bo brought into now irrigation 
schemes. 

Q. 103. — ^No, it is always open to the local authorities to impose addi- 
tional rates for local needs. 


*Agricultural Progress in 'Western India, by Mr. G. Keatiuge, c.i.e., 
(Chapter IV, page 67.) 
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Q. 104. — The true incidence of land revenue as afl’ecting the porSoHs 
who pay it can onl.y bo dcterinined hy a comparison of the land revenue 
with the actual sales of revenue-hearing land and with the actual leases. 
The following arc the details of some of these taken frojii recent settlement 
roi)orls : — 


District. 

' 

Taluk. 

Bales (No. of 
times the 
assessment.) 

lleutals (No. of 
times the 
assessment.) 

Sliolapnr 

F.angola 

- ‘.11 -61 

5 


raudliaopur . . 

91-78 

6-12 

Ahmediiag.av 

Koperg.aon 

62 90 

1-68 


Sang.-mmer . . 

71-7t 

6-87 


P. Jauildied . . 

62-99 

6-5 


Karj.at - 

27-17 

2-97 

Ecb! Kliandcsli .. 

Piiohor.a 

92-62 

7-17 


P. Bhadgaon , . 

88-85 

6- 15 


B.aver 

127 

6-21 


Yaval 

180 

6-12 

Wts'. Kli.andesh . . 

iSindkheda . . * * . . 

97 

frSu 


Of the methods enumerated, 1 prefer (3) and (4). 

Q. 105. — IVe liave ])ractically no inincrals in Bombay except salt. 

Q. 106. — Yes. The tax should he on a graduated scale. Local conditions 
retjuiro different taxation, and I would make the schedule as wide as 
possible. 

Q. 107. — Accoi’ding to item Xo. 3 of Schedule 11 attached to the Selic- 
dnlcd Taxes Buies, a terminal lax cannot now he imposed hy a local 
body which did not levy octroi hoforc 6tli July 1917 without the previ- 
ous sanction of the Governor-General. This seems unnccessaiw interference. 
It would therefore he hotter to omit item No. 8 of tlie said Schedule and 
to change item No. 7 whieli now iirovidcs onl 3 ' for ‘octroi’ to ‘a terminal 
tax or octroi’. It would also ho better to provide .specificallj- for 'feo.s for 
tcmporaiy use of land’ In- insertion of a new entry under item No. 11. In 
the same way ‘pilgrim tax’, which is now actually levied at several pilgrim 
ccntre.s under Section 59 (X) of the Roiuhaj- District ^Innicipal Act, .should 
be expre.ssl.v provided for in the Schedule, and the item in regard to it 
can conveniently he made sufficientl.v comjirehensive hy wording it so as 
to make it include a surcharge on railway tickets, wliich is more con- 
veniei^t to recover tlian a pilgrim tax. The item should ho worded as ‘a 
pilgi-jm tax cither hy means of a surcharge on railway tickets or otherwise.’ 

Q. 108. — Taxation to he effective must not run counter to the wishes of 
the local hodj-. Each of the taxes — octroi, house tax. land cess, — ^lias its 
own defects. Octroi, for instance, often acts as a transit duty unless refunds 
arc paid fully and promptly and easily. At present the procedure is com- 
plicated, and the dclaj' is cohsiderahle. House tax cannot ahvaj's ho ap- 
portioned to each individual’s ahilitj- to paj-. It is a tax on a particular 
lorm of propert.v and has to ho a.s.sc.sscd with reference to the jiropcrtv. 
Such ]jropcrtj' is not nocc.ssarihv an indication of the individual’s. means. 
Land cess leaves untouched the professional classes, e.g., the picadors and 
the money-lenders, who enjoy the n.se of the roads, schools, (Ihfiniiiixhdhi^ 
and hospitals without anj- payment to the local rates. In spite of those 
defects, none of those taxes can he discontinued. 

Q. 109. — ^Mr. Armitage Smith’s criticism of octroi is correct. More 

sujiorvi.sion and more local interest is needed. Bui it must he home in 

mind that the system of octroi as administered hy the municipaliltics in the 
Bomhaj- Presidency is not as had as it at fir.st sight seems to he. So 

we cannot say that all the evils dcscrihed in the quotation are necessarily 

inherent in the sy.stcm and not inseparable from it. iMnnicipalities differ 
in their methods and in their efficiency of administration. If-proper care 
and supervision is exercised, the evils of octroi can he minimised. 
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Tenninal tax is essentially u light import duty on a Hinilcd numher ol 
articles without refunds, and us such docs away with tlio main evils — 
delay or omission of refunds. 

The liability of evasioi, varies rvitli local eirenmstanees and jnethods 
cmi)loyod. Where there is no proi)cr supervision as in small municipalities, 
evasion is very common. 'J’lio octroi Nahcdar is of indifferent honesty. 

Q. 110. — The reason for the retention of octroi in i)arts of India is 
that the people prefer it to a dii'cet taxation. Its incidence is gradual. 
This reason is still operative. 

Q. 111. — Unless Government can find the necc-ssary funds to keep roads 
in good repair, tolls which Avould enable this end to bo attained arc justifi- 
able: otherwise not. Tho growtli of motor services in the J’resideiicj' 
demands good roads. J know cases where a man can travel 60 miles for 
Es. 1-8-0 in a public car : and districts where there are services on all 
tho main roads. _ Tho wor.'^o the road, tho more must be tho transit charges. 
Tho minimum distance between one toll gate and another is and .should bo 
20 miles. 


Q. 112. — As regards recovery from fhe owner as opposed to the occu- 
l)ant, land cess should not lie bVaekefed witli house tax, as the foj'iner is 
collected with land revenue which is levied from tho actual occupant or 
lioldor of tho land. House tax can he levied fiom tho owner as tho owner 
can shift the burden on to the actual occupier in tho shnpo of rout. 


Q, 113. — Low local lates make it imi)0.ssiblc for a local bod.v to reach that 
standard of sanitation which is essential to tho country compared with other 
countries. India is very lightly taxed, but avo must feel our Ava.v gradually. 
Limitations are useful so far as they are temporary. 1 am aware of no 
statutory limitation of house tax. As regards land ce.ss, it' is a certain 
definite percentage of the land revenuo payable. Until 1923 this percentage 
Avas G.2o (1 anna in the lupcc). and recently provisions is made in the noAV 
Local Boards Act of 1023 for doubling this jiorcontago, Init so far, vei-y 
fcAV local bodies have taken actual advantage of these poAvers. I’his shoAvs 
tho general averscncss of tho local bodies to self taxation. 

Yes. This limitation coupled Avith the tendency to avoid direct taxation 
often driA'cs local authorities to the expedient of the introdtiction of an 
octroi, or an increase in tho rates if it already exists. 


Q. 114. — 'JIio limit of o.xcmption 
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rom house tax in the city municipalities 
in the Central Division varies fiom 
about Es. 5 annual rental value to 
Es. 10 .. annual rental A’iiluc — iridc 
information for cit.v municipalities 
giA'cn in tho mai'gin. vSuch cxcihption 
limit is rcciuiiod for huts and smaller 
structures of the very poor classc.s 
The fault of most municipalities is that 
they do Jiot provide a satisfacioA-.v 
graduated scale so as ito impose a 
greater burden on tho richer classes, 
c.g., the Poona City iVlunicipalitv 
levies house tax at the unifonn j-aio 
of .5 per cent on the rental A'aluc. In 
tho Nasik iMunieipality also tho per- 
centage G per cent is uniform and not 
graduated. 


Q. Ho. — On its market value for dcA'clopmcnt purposes. T favour an 
undeveloped land tax Avhich is uoav being con.sidercd by Government. 

Q 13^0. ^1,1 the Central or Southern Division there is no ‘profession tax’ 

or ‘a*tax on eompaides’ as sues). 'Jhero is,_ hoAVcver. a tax called cotton 
manufacturing tax levied by some municipalities in the Khaudesh districts 
of' the CentraT Division; but it has to be noted that it is not a tax levied on 
cotton at the stage at AA'hicli it is niaiuifiActiired or courevied into cloth or 
thread. Strictly speaking, it is a tax on the eximrt of cotton cither 
gimiod or pressed. The folloAA'Iug are the details of the so-called 
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‘manufacitiriiig tax’ as levied by some of the municipalities in the CenLrUi 
Division : — 

Bhulia . — A tax (called on cotton bales) of 8 annas is levied on every 
lu'essed bale of cotton exported from Dliulia. Income in 1923-24, Es. 42,000. 

Amalncr . — A tax (called cotton manufacturing tax) of 4 annas levied 
on every bale of cotton full pressed ndthin municipal limits — ^i^ayablc at 
the factory premises. Figures of a year’s income not available. 

Faizpur . — A tax (called cotton manufacturing tax) of 4 annas on every 
pressed bale of cotton levied from owners of pressing factories. 1923-2!, 
income Es. 4,580. 

Chopda . — A tax (called cotton manufacturing tax) of one anna 
(increased to 8 annas in IMarcli 1924) levied on each xjressed bale at the time 
of i)rcssing from the owner. Income 1923-24 (old rate) Es. 1,042. 

Yaiml. — A tax (called cotton .manufacturiiig tax) of 1 anna (since 
increased to 4 annas) levied on each pressed bale of cotton at the time of 
pressing. Income in 1923-24 at 4 annas rate Es. 4,871. 

Erandol . — A tax (called cotton ginning tax) of 4 annas per palla el 
cotton ginned. No figiu'cs ^ regarding income available. This tax was 
sanctioned by Government on 'the understanding that it will not be extonded 
to cotton converted into cloth. 

Farola . — ^A tax on cotton ginned and pressed is levied at the rate ol 
4 annas per iialla and 6 annas per bale. It is levied on cotton not pressed 
or pressed and exxmrted. No figures of income available. 

No complaints have been received about the levy of this tax. 

Q. 117. — 6rants-in-aid of local finances from the general revenues should 
certainly be ear-marked for particular forms of expenditure. There have 
been cases of such misappropriation, and if actual expenditure from such 
grauts-in-aid is not closelj' watched, there is a tendency especially in 
struggling municipalities to draw the grant and use it for a purpose other 
than the one for which it was given. 

The grauts-in-aid siiouki be in propcition to the expenditure incurred by 
each local body from its own resources for the jjarticular puriioso, as such 
grants-in-aid are meant to rewai-d local efforts and expenditure. But there 
should be at the same time a recognition of the fact that poorer local bodies 
with smaller local resources must receive from Government larger 
pi'oportional support, 

Q. 118. — No remarks. 

Q. 119.— -I have already suggested a tax on profits. I do not approve 
of the others. 

Q. 120 (i). — I do not think that a universal income-tax embracing every 
income and varying with the size of family is either practicable or desirablo 
in the ijresent state of India. It is also to be remembered that in India 
with its sj’stem ol joint iamilics and of several dependants round one 
wage-earner, it would be practically impossible to adjust anj' tax so as to 
make it vary with the size of the familj'. 

. (ii) The proposed levy of income-tax on agricultural incomes has been 
dealt with elsewhere. Succession duties are nccessaiy. Security of 
inheritance is only rendered _ possible by good administration. No tax is 
advisable if the yield is small in return for the trouble it involves. Eicardo’s 
theory of taxation is as true to-day as when it was written : Hence I rule 
out taxes on marriages. Tobacco monopoly I rule out, as State monopolies 
discourage private enterprise. There is already a tax on houses by local 
authorities. Apart from this, 1 do not think that it would bo desirablo 
to have a tax on houses in places where house property has been held to bo 
exempt. Motor cars and other vehicles have already to pay customs duty, 
'and they are along with other vehicles — subject to wheel tax and toll tax 
imposed by local authorities. I reject taxes on horses and servants, as the 
yield would not justify 'the tux. A tax on betel leaves and areca-nuts would 
bo difficult to collect. 

(iii) A tax on dowries necessitates an amount of inquisitorial inquiry 
which would be rightly resented. 

(iv) There is no objection to a tax on adA'ertisemeiits which _ so often 
are disfigurements, to the imposition of death _ duties which are similar to 
succession drtties, or to a tax on patent medicines. The proceeds of a tax 
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oil race horses is not ivortlnvhilc. As regards universal inhahited house clutv 
vide remarks under (ii). As regards ihcroinont value duty, ivc have got "a 
provision in tho Town Planning Act, whci-o 50 ])or cent of such incrmiiciit 
values are taken froni tho owners of houses in a town planning area ami 
tho proceeds arc utilized towards carrying out the improvements in the 
area provided for in the town planning scheme. I do not think that inew'’- 
inent value duty for house ])ropoi-ty would ho a practical proposition for 
lirovincial or imperial revenue purposes. ‘ 

(v) There is no ohjcction to a small export duty on hides and skins 
I understand that one existed at any rate in 1920. The Argentine exports 
largo numbers of .skins to Europe, and we must see that the tax does not 
hamper our trade. A marriage duty of one rupee by each party would 
scarcely yield a considerable sum. 

(vi) J cannot advocate tho abolition of land yevenue and substitute in 
its place a chimerical idea of produce ta.v. ]n tho first place, it has not been 
shown that tho present system is radically wrong or defective, nor do the 
diflicultics in tho way of ])roduco tax seem to have been .sulliciently foreseen. 

Q. 121. — No tax on home produced tobacco. We already have a heavy 
import tax. We want to encourage our home tobacco. 

Q. 137. — 1 consider there is no need to consider this in replacement 
of any taxes. »Such duties should be levied. 

Q. 138. — I accoiit all. 

Q. 139. — (!) Tax should be graded. 

(2) Untrue. What about our income-tax with its c.xomptions, or a 
municipal house tax with exemptions of poorer classes P 

(3) 'riicorctical. I see no rea.son for collection by a h^cderal Govern- 
ment. A State can well manage its own affairs and can do so better without 
interference. 

Q. 140. — Tho British system is as good as any, and could bo introduced. 

Annoxurc P. — 'rhe death duties are not correctly sliown. 13,000 to 
20,000 arc 5 per cent. Over 20,000 to 25,000 are G jier cent, etc. 

Q. 141. — (a) I prefer this. 

Q. 142. — There would be diflicultics. It is dangerous to take analogies 
from England where the community is more advanced. 

Q. 143. — Sir James Sto])hon’s objection is of universal ap])lication and 
docs not apply to India alone. 

I leave other questions to the taxation department as they arc mostly 
questions of detail. 

Q. 160.— Yes. 

Q. 161. — Tho present system of a stirchargc upon laud revenue in the 
form of local fund cess is lair and reasonable so lojig as it is coupled with 
a similar tax on non-agrieultural incomes. Local rates .should bo borne by 
all and .should not bo imposed on one class of the community alone. 'I’ho 
present sy.stem under which the local board depends in'incipaliy on the 
.surcharge" is not’ satisfactory. There is already a limit, viz., up to 2 annas 
in the rupee imposed by law uj)on this surcharge — vide .section 93 of tho 
Local Boards Act. 

Q. 162. — Answer in affirmative. 

Q. 168. — ^Thc land revenue establishment is a misnomer. It is charged 
with the administrative, magisterial, fiscal and executive functions upon 
which the whole fabric of Government is built. It is true it has' ocen 
relieved of income-tax work since 1st April 1925. But this inakes v’ci^' 
little difference, and oven now the recovery from defaulters will still have to 
be done by tho i-cvenue department as in the case of all other taxes. 
Be.sidos collecting land revenue, the revenue department has to arrange 
for the recovery of irrigation dues, forest grazing fees, ahhiri revonue, 
tolls, local-fund cess. Jn addition to these, tho recovery of death duties, 
if and when they come to be imposed, will ap])arontly have to bo taken ovci 
by the revenue" estahlishmonts. 1 am emphatically of opinion that the 
present staff is not adequate for tho volume of work that has to be performed. 
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It was severe]}- refcrenclied in 1921-22. A Mamhhlar is in cliarge of a taluk 
of 500 square miles. He is Magistrate, Treasury Officer, Superintendent of 
tlie Local Jail, arbiter in village disputes and Civil Court Judge under 
the Mamlatdars’ Courts Act. Those duties are also shared by his establish- 
ment. Ho is responsible for law and order to the Sub-Divisional Magistrate. 
Every branch of the administration requires the assistance of the revenue 
department to carry on its duties. As stated b}- Government in xJai-agraph 9 
of G.R. No. 4188 of 24th July 1923, “The Itlcnnlatdar is not merelv a 
Revenue Officer. He is the recognized head of the administration of a -^aluk. 
His duties connected with land revenue ai-e manifold and can be x)erformed by 
no other officer. He has considerable work to do in times of famine, plague 
and war. There is not a single department that coxild carx-y on its work 
without enlisting the seiwices of the Mamlatdar'’ . And what is true of the 
Mamlatdar is true also of his establishment. 


Mr. Moujitford gave oral evidence as follows 

The President. Q. — Are you the Commissioner of the Central Division? 

A.-rYes. " 

Q. — ^Were you in charge of encumbered estates in Sind? 

A. — ^Many years ago I xvas in charge of about 400 encumbered estates. 
I had to take measures in order to liquidate the debts and imixrove the 
lands so that they could be made to pay. ^ 

The Mnho rajacfhiraja Jialiaditr of Jiimhcon. Q. — Wo have got in Bengal 
what is called a certificate procedui-e for the i-ealization of debts. Have 
j’ou got aix}^ such system here? 

A. — No, T had powers over the civil court. We have no certificate 
procedure here. T had poxvers to pass an award, and revise the decrees of 
civil courts, I carried out a settlement of the estates and was able to 
make them pay. I eveii had to ixerform the hcitai of the crojxs of some 
estates and got an insight into the incidence of assessment. T xvas able 
to make them all pay except a few. 

The President. Q. — You saj' tliat any estimate of national income is 
valuele.ss, 

A. — It is too wide an enqxiiry. 

Q. — ^In answer to Q. 5, you say th.at in Ahmednagar the total land I’ovemxe 
demand is over 20 lakhs, yet in a bad yeax’ — and bad years are froqxxent 
ixi this ax-ea — a few lakhs only ai-e collected. 

A.— Yes.. 

Q. — The incidence of land revexxxxe per head is high and yoxx have got a 
very much more libei-al system of remissions axid sxispensions than iix other 
ixrovinces. 

A. — ^^Ve have to suspend from 13 to 14 lakhs a j-oar iix this connection. 
Wo cannot collect the arrears of suspension unless we got one good year 
evei-y three yeax-s. If it becomes nxox-e thaix three yeax's old, then it 
becomes a x-emissioix. 

Q. — Iix that way you very much graduate the demand per head? 

A. — ^Yos, I xvould like to say a fexr woi-cls on this iioint. Wlien xve fix 
the revision assessment we fix it on the assuxnption that the cxxltivator 
.should be able to jiay over aix avex-age of three yeax-s. Oxxr idea is that the 
cultivator .shoxxld set aside his sxxrplxxs for leaix yeai’S, but wo find it does 
not xvoi'k in 2 >i'actico and so we had to intx'oduce .susixensions. 

Q. — ^Tho jMadras system is based oix average prices for the last 20 non- 
famine years. 

A. — ^We also take into coixsideration anioixg other things the trend of 
prices for the last 30 years; but at the saxne time we take into account 
the remissions and sxxspon^ions we have to make for bad yeax-s. Wo still 
maintain our i-evision asse.ssmont xvhich is pitched loxv on the assumption 
that it will bo an average assessmeixt over three years. 

Q. — ^Yoxx base your anvcirari oxx the cnltivated ax-ea oxxly? 

A.— Yes. 
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Q. — ^Tliat musl moan a groat amount of inspection. 

A. — ^Bnt it does not lake a detailed insiiection of a village to find out 
tlic actual area unsown unless tlioro is an appeal against the fixing of 
mvnewart. Tt would ho iinpossihlo to say exactly how much is the sown 
.area and hoa- much is unsown before the hhartj season commences. The 
assessment is fixed in Soptomhor and the ierij not comiilcted till Docomber. 
If the area unsown is very largo, .say, 100 or 50 acres, wo should mearuro 
it up. 

Q. — Is the anDeivari estimate detailcdp 

A.' — Aniievari is not too detailed. It is taken on' a general idea of the 
crop Iiy the Mamhiidiir in the first instance. He lias to send in weekly 
returns of the whole of his taluk and so keeps in touch with the condition 
of the croj). Ho has to send in a statement of major and minor crops. 
An average is made on the sown and unsown areas. Whenever there is an 
appeal against ninicAcaTi, detailed investigation is necessary. The statement 
in the Land Ilovcnuo Code Culcs is merely given as an exampb to lie 
followed. 

J)r. Ptuvnjptir. Q.— Su])poso the normal cropped area is 1,000 acres. 
Only 500 acres are cultivated and the other 500 acres are not under culti- 
vation. The rntncirari of the cropped area is estimated at 8 as. Will you 
bring down the aininrari to 4 as.? 

A. — If the anjirwari for the normal sown area will be 0 ns. we would 
reduce the amirmiri. to 4 as. only. 

Q. — Yon will not reduce it to .3 as.? 

A. — 4 is our zero point. We take our a.ssossmont down to 4 as. 

The President. Q. — Docs any subordinate official go round for 
inspection ? 

A. — The circle inspector goes round, consults the people and puts down 
his own idea of the eroi)s. 'I’hai is cheekeci by the Motnlrifdar and it is again 
checked by the Prani oflleer. Then to a certain extent it is checked by 
the Collector. There is the tendency that the annevarl should ho less 
strict against the cultivator according to the nature of the pa.st seasons. 
If past seasons wore good, as we would bo on the border line, wo should 
1)0 more strict. It is very dillioult to .say whether a cro]) is 5 as. or 5J as. 
If the jffamjaidar continued for a long time in a talnk, he would hare 
all the details and we can proceed on his estimate. But in Government 
service there arc bmind to be tran.'^fers of officois. If a jffumlatdnr is 
transferred from Khande.sh to Sholapnr, his estimate of the crop will ho 
low. When T myself came from Sind and saw the joirarl mop in Sholapnr 
T o.stimatod it at 0 as. which they called 8 ns. If aJi officer comes- from 
Gujarat to the Deccan, he will tend to undervalue the crop. 

Dr. Parnn jp}jc. — Is there a transfer of Iflitmlnidnr.'t from one divi.sion 
to another? 

A. — Not fiom Gujarat to the Deccan but the Prnnt officer and Collector 
are tuansfei’i’ed from Gujarat to the Deccan. 

The Maharajndhhajn Pahadvr of Ihirdvnn, Q. — Does the Mamintdar 
collect the revenue direct? 

A. — No; it is collected by the village officers who remit it to the 
.snb-trensnry. 

Q. — Does he deposit security? 

A. — Only as suh-troasnry officer. ^ 

The President. Q. — How do you pay the village officer? 

A. — The village officer is paid from the treasury twice a year. 

Q. — How do you pay the stipendiary village officer? 

A. — ^Ho is jiaid every month. Ho is treated just like a clerk of tho 
department. 

Q. — Whore have you got tho system of hereditary village officers? 

A. — ^In the Deccan and Konkan. 
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Q. — Are they paid or not paid? 

A.— These village officers enjoy ivatan lands and are knoTra as wataiidar 
huJharnis and get a percentage of collections under the Wingate scale. 
The stipendiary village officers can rise up to a Mamlatdar's grade, which 
carries a salary of Rs. 350. In the case of ivatandar hulharnis, we have 
been trying to commute their watans and introduce the staff of stipendiary 
village officers. A great deal in this direction has been done in the Central 
Division. The watandar Iculkarni has got wafan lands for which he pays 
a sort of quit-rent. 

Q. — Can you prevent him from alienating his land? 

A. — ^We can under the Watan Act. The wataii brotherhood splits up 
into so many families that the remuneration from watan land ib small. 

Q.' — Is it restricted tenure? 

A.— No. 

Q. — This land 3 ’ou give them instead of a salaiy? 

A. — ^Yes. 

Q. — That land descends to his son? 

A. — Watan descends under the Hindu Law, The actual appointment 
is made b 3 ' the Collector or the hereditary village officer under the Watan 
Act, 

Q. — If the Collector finds that the man to whom the watan descends is 
wortliless, can ho remove him? 

A. — ^Yes, ho must appoint from within the famil 3 ’- of that xvatandar. 

V Sometimes those watandars appoint deputies and pa 3 ’ them, I understand, 
some salary. 

Dr. Paranjpyc. Q. — I have had some experience of this and I have 
found it a great nuisance. 

A. — ^IVe are trying to abolish this system and wo have succeeded in some 
cases where the 3 ’ have agreed to commute their watans. We have appointed 
in tlieir places stipendiaiy village officers. We can move these people as wo 
like, while it is not possible to do so in the case of Iculkarni watans. 

Hr. Hydcr. Q. — You say: “I consider that without a special establish- 
jnont to examine account books or to make inquisitorial enquiries we could 
get no reliable data. With such an establishment, we must divide the 
class into (a) agriculture, (b) professional, (c) manual workuTen, and (d) 
officials. But this leaves out hundreds of thousands of depressed classes, 
IMahars, Mangs, Bhangis, inferior village servants, wild tribes and the 
like.” Would it bo convenient to bring these Mangs and others under one 
class, labourers? 

A. — ^It is not possible to include the hill tribes \inder that term. 

Q. — Do these Mahars own lands? 

A. — Some Mahaiu have got their own watan. s in order to perform the 
duties of the village and also to assist Government servants wherever 
necessary. 

Q. — ^W^'hat do" you think of a profession tax such as a tax on money- 
lenders, lawyers, etc. ? 

A. — It is necessary to determine the incidence of taxation. Unless 
.you make an inquisitorial enquiiy, it is impossible to get data regarding 
all the professions. I am against an 3 ' such enquiry for the purpose of 
taxation. I think it will be resented by the people. For other reasons also 
it is very difficult, 

Q. — ^Among the professional class you can take up small traders and 
money-lenders. 

A. — This will entail the examination of their account books. We have 
no idea as to what a man gets below Bs. 2,000. _ The examination of their 
books and so on will be an expensive matter without an adequate return. 

The President. Q. — ^In answer to Q. 12 ‘^you say that “the forests are 
worked commercially in one sense. In another sense they are worked to 
assist the cultivators. Large revenues are surrendered to the cultivators in 
the vicinity of forests by free grazing or grazing at nominal rates. , . .” 
Are there an 5 ' complaints with regard to grazing rights under your present 
rule? ' 
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A. — ^Under the present sj'stenr our forests' are not worked commercially. 
In the neighbourhood of our forests cultivators are allowed to take many 
things for agricultural purposes. They can take stakes for hedges, palm 
trunlrs for water courses, unreserved timber for building huts, cattle sheds, 
etc. 

Q. — Would it be difficult to work your forests commercially P 

A. — I am afraid it will not ho liked by people. In Kanara we have got 
3,G00 square miles of forest area and we charge only 2 as. per head of cattle 
for grazing. It is not a commercial charge. On the other hand, private 
owners of grazing land charge 1 rupee per head of cattle. 

Dr. Paranjpye. Q. — ^The largo amount of remission is another reason 
for constructing protective irrigation works, though you do not get a good 
return on the outlay? 

A. — ^Yes. 

The President. Q. — In answer to Q- 19? when you say large cities, you 
mean capital cities P 

A.— Yes. 

Q. — They have their own Acts. 

A. — had in mind citites like Karachi, Ahmedabad and Sholapur. We 
have a few special cities which have no such Acts. 

Q. — Have you got anj’thing corresponding to notified areas P 

A.— Yes. 

Q. — ^A large number of thomP 

A. — A fair number. 

Q. — What is the dividing line between a notified aj'oa and a muniei- 
pnlityp Are the notified areas administered under the Panchayat Act? 

A. — ^Tho Panchayat Act can- be applied to any village. Notified areas 
are imimrtant villages at taluk headquarters and towns near railway " 
stations, while areas with a population of 5,000 are classified as munici- 
palities. In those places we try to have an official who can carry on the 
local administration. They are really exaggerated Sanitary Committees. 
Notified areas also impose taxes, but they are purely voluntary. 

Dr. Paranjpyc. Q. — ^You say in answer to Q. 15 that the water-rate in 
this Presidency is low. Is it not a fact that it is higher than in the other 
provinces P 

A. — ^I say it is low from the point of view that it does not bring in an 
adequate return. 

Q. — ^The Punjab Colony lands were absolute deserts before irrigation 
and still the water-rate is Rs. 10 only, 

A. — ^You must take into consideration the fact that the cost of con- 
structing a canal in the Deccan is much gre.ator than either in Sind and 
in the Punjab. Hero wo have to blast rocks to make our canals and to 
build expensive dams. 

Dr. Syder. Q. — What is the rate you charge for sugarcane plantation? 

A. — ^We charge Es. 25. 

Q. — ^This is an expensive crop which absorbs a groat deal of water. 

A. — ^Yes. It is charged three times more than other crops. 

Q. — ^How many waterings do you give? 

A. — ^It depends a great deal on the nattire of the soil: a sugarcane 
crop takes about seven feet of water. 

Q. — ^The rates on other crops are not so higli? 

A. — ^The charges are not so high on other crops. We have got a block 
system under which we allow only one-third of the area to bo utilized for 
sugarcane cultivation, in order to prevent water-logging. 

Q. — ^If a man agrees to pay the charges, do you allow him to carry 
on sugarcane cultivation anywhere? 

A. — ^In certain places lands are liable to be water-logged. That is the 
reason why we have introduced the block system, by which one-third of the 
area is allowed for sugarcane plantation. In spite of the fact that we have 
restricted the land for sugarcane plantation, we have had watei'-logging. 
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, Sir Percy Thovipson. Q. — ^You say in reply to Qs. 33, 34 and 85: 
“I consider there are other sources of taxation in addition to income-tax. 
T \rouId add a tax on the profits of companies and. succession duties”. 
And you develop that later? 

A. — Yes. It is only a suggestion of mine that where the surplus was over 
a certain percentage, the State should take some share. 

Q. — ^Then'^ you go on to say that “income-tax is a sound system of 
taxation so long as it is graduated in incidence, and so long as it does not 
trench too much on the individual’s surplus so as to limit his spending 
power”. It is usually said rhat it limits his ‘saving power’. 

A. — 1 say ‘spending power’. The saving power and the spending power 
are the same in this way : the spending power of a man who is loft with a 
certain amount of surplus can be invested for the purpose of promoting tlio 
industry of the countrj’. Sly point is this. The State takes Es. 10 income- 
tax. The man might spend it on boots; the cobbler might spend it on clothes 
and so on, so that the Its. 10 may become Rs. 1,000 in the end; hut the 
State only spends it straightaivaj'. 

' Q.— If they spend all, they are not much better off at the end. 

A. — Every man would have made his profit on every single transaction. 

Q. — ^If thej' all sjicnd it, they are not much better off. 

A. — ^Tho more a man spends, the more demand there is for manufactures. 

Dr. Hyder. Q. — Suppose j’Ou break all the windows of this room. It will 
be good for the people who do business in them; but do you think that 
it is good spending? 

,A. — ^It is destruction rather than spending. My point is that if you 
make it impossible for individuals to spend any surplus, you will strike 
at the trade of the country. 

Sir Percy 'Thompson. Q. — Coming to the graduation, I am afraid 1 do 
not quite follow it. Are you going to have a tax of 4 per cent on an 
income of £300 but allow the first £100 free, because if you allow the first 
£100 free, the average rate would be less than 2.6 per cent? 

A. — ^I shall have 4 per cent on £200 and exemption of £100 right 
through. 

Q. — Take £100 as equivalent to Bs. 1,500; that means you are taxing 
a man with an income of Bs. 2,000 at the rate of 4 imr cent on Bs. 500 
instead of at 2.6 per cent on Bs. 2,000, as at present. 

A. — Yes; then 6 per cent on £400 out of £500 and so on. 

Q. — On an income of B-s. 2,000 you now pay 2,000 times 5 pies : that 
comes to about Bs. 52. What would j'ou do under your system if you had 
the first Bs. 1,500 exempt? The fir.st Bs. 1,500 is free and you will only 
be taxing on Bs. 500 and .at the rate of 4 per cent you get Bs. 20. That 
means you will bo lowering the rate. 

A. — I have no objection to having a low tax on smaller incomes. 

Q. — ^You would have to make it 10 per cent to get the i>resent rate. 

A. — ^I see that, 

Q. — Don’t you think it is enough if j'ou get your graduation by varying 
the rate; if you think of 'it, allowing the first £100 free is merely another 
way of getting graduation? When you have got it already by means of the 
different rates 5 pics, 6 pies, 7 pies, etc., have you not got all the graduation 
that you want? — 

A. — On the other hand, the public do like to have a certain amount of 
exemption even though- their income is £5,000. It has been the principle 
at Home always. There we have the exemption even right up to £50,000. 

Q. — ^You .have one standard rate applied there. You don’t have rates 
of Is., 2s., 3s. and so on. 

A. — ^I am in favour of a light income-tax on incomes in this country 
which are equivalent to £300; and I would not mind if my figures work out 
even less, so long as you make the richer people pay more in proiJortion. 
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was estimated by the Income Tax Commissioner that if you 
reduce the limit of exemption from Ks. 2,000 to Es. 1,000, you will only 
increase the assessable income b.v 2 to 3 jier cent. That jneans the amount 
that you are collecting will bo veiw little on the smaller incomes and it is 
hardly worth while collecting. 

A. — I am surprised at the small percentage but T have not figures 
before’ mo as regards the actual proportion of incomes of Es. 2,000 and over 
to the incomes of below Es. 2,000. 

Q. — ^It does not differ very violently in different placo,s. The figures 
g^iven in Bombay tally almost completely with the figures given in the Central 
Provinces. 

A. — But it will not affect the principle: that wo should have a graduated 
tax and it should bo as light as possible on the lower incomes. 

Q. — 1 do not know. If you had too light a tax on the lower incomes, 
it is not worth collecting. You have all the trouble of assessing and 
collecting for very small results. 

A. — I allow a rebate on the first £100 out of £300 and on the remaining 
£200 I propose a rate of 4 per cent. That amounts to £8 and I do not 
think £8, which is equivalent to Es. 120, is a small amount to collect. 

Q. — agree so far as an income of £300 is concerned. But with regard 
to an income of £200 you arc going to collect £2P 

A. — It is £8 on £300. 

Q, — True. But suppose the income is £200; the’ first £100 is going 
to be free. 

A. — I begin with £300. 

Q. — ^You are going to chargo no tax below that? 

A. — Y’es, according to these figures. 

Q. — Then you will make your limit of exemption Es. 4,600? 

A. — This was given according to tho English figures I liad taken from 
the Appendix and 1 should not object strongly to starting at £200. According 
to that with tho exemption at £100, I should begin from £101. 

Q. — If you begin from £101, what do you got for £200? 

A. — I should get £4 on an income of £200. T should give a rebate 
of £100 and take £4 on tho balance and that is equivalent to Es. GO. 

Q. — In answer to Q. 3G, you say ‘No’. That is you would not make an 
allowance for tho children and other pensons supported out of the incomes? 

A. — ^Tho question was “Is it ijrncticable without proceedings of an 
inquisitorial nature to make allowances for the number of persons suiiported 
out of jiarticular incomes”? I say ‘No’. It would not bo possible to do so 
without proceedings of an inquisitorial nature. But we can make a general 
sort of allowance as in England for each person supported which, I under- 
stand, is given without enquiry. 

Q. — I can assure you that there are minute enquiries made in England. 
To begin with, you allow £25 cither for children or for dependent relatives. 
The dependent relatives are always verified by an enquiry and tho cliildrsn 
are verified by reference to the register of births and deatlis. 

A. — I do not say that an allowance of £25 should bo made hero. I only 
say that as in England some allowance may be given here. 

Q. — Suppose a man says here “I have 25 children”. What steps would 
you take to verify that statement? In England you can go and verify it 
from the register of births. But hero you have no moans of verifying 
at all. 

• A. — He must give tho names and addresses of tho persons in respect of 
whom he claims a rebate. In theory, I think tho principle is perfectly fair. 

Q. — I agree that the principle is fair. But there is no register of 
Hrths and deaths. You have to consideiv whether you could work the thing 
in India without enquiries of an inquisitorial nature, having regard 
to the question of purdah, etc. 

A. — ^Yes; I agree it is difficult. 
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Dr. Uydcr. Q.-— Does not the chowkidar in' ever 3 ' village keeii the 
register of births and deaths? 

A. — ^Yes. 

Q. — ^Is it reliable? 

A. — ^The Government of India bases its figures on it. 

The President. Q. — ^Do jmur Public Health Officers find those registers 
satisfactory rvhen investigating cases of epidemic? 

A. — ^Yes; I think so. 

Dr. Paranjpye. Q.- — ^lu cities, it is very unreliable. 

A. — ^In cities, it is a different matter. I rvas going to say that it is 
fairlj" reliable in the villages; the Pevenue Officers check the figures and I 
have knoivn cases where Assistant Collectors verifj' the returns by the* 
'actual bailies. 

Sir Percy Thompson^ Q. — IVith regard to the tax on comiianies, j'ou 
suggest a tax on dividends in excess of a certain percentage? 

A.— Yes. 

Q. — Thej* had a similar tax in America and Canada, and the question 
was carefully considez’ed in England whether it might not replace the excess 
profits dutj*; but the conclusjpn was that there were too manj* difficulties in 
the way, and it was replaced by the corporation profits tax which is verj' 
like the Indian super-tax on companies. The difficulty if j'ou are going to 
tax the dividends of more than a certain percentage, is that j’ou can inflate 
the capital of companies. Instead of paying 50 per cent dividend on 
100 laklis you can pay a 5 per cent dividend on 1,000 lakhs. 

A. — ^But then, will the investor put monej^ into it to got 5 per cent 
only ? 

Q. — ’Why not? When the company proceeds to divide the profits, it 
sees that it has to pay a -tax. It saj's “Why should we not multiiily our 
capital by ten and pay 5 per cent instead of 50 per cent?” Everybody will 
then be in precisely the same position. 

Dr. Paranjpye. You might base it on the paid-up capital. 

Sir Percy Thompson. That would bo most unfair. A companj* may 
have assets far in excess of the paid-up capital. It would bo a serious 
handicaii on the building up of reserves. 

Dr. Paranjpye. You have got the income-tax. 

Sir Percy Thompson. But this is a tax on dividends in excess of a 
certain amount. 

A. — ^Tho difficultj' is that 5 'ou touch the later purchaser. Even when 
you invest monej' in the hoiie of getting 20 per cent return, you are very 
glad, of having 12 per cent return. Mj' idea was that a tax on the dividends 
of companies, which would not prevent monej* being invested, and also 
Avhich would prevent a company exiiloiting the countrj* too., much, would be 
a tax that would bo justified according to the principles of taxation. 

Q. — I think there is a good deal to be said for the tax jmu suggest 
in principle. But j'ou have to consider the administrative difficulties. 

A. — 1 quite see the point about the doubling of the share capital. But 
at the same time I do not see how you cannot prevent the company 
from doubling the share capital merely to escape taxation. For example, 
if thej* wanted to raise another two millions for new buildings and 
machinerj*, it is a different thing, and that might be allowed only. 

Q. — Suppose your assets are worth £2 consisting of one share. You 
simply make them two one-pound shares. 

A. — ^We should watch that no company should be allowed to double its 
capital like that. It should only do so for new buildings, new factories and 
80 on. 

Q.-^Supposing your assets are worth £2; why should you not double 
the capital? 

Dr. Paranjpye. What is the idea? 

Sir Percy Thompson. It might be to make the shares more mai-ketable. 



Dr. Hydcr. Q. — SupiJoao you did iinposo a rcsiriclioii tliai every 
comi)any should state the reason Avliy it doubles the capital ; and suppose 
the company says that it is going to utilize the money for repairs and 
extensions, though it acbiuiUy invests a small amount for this purpose but 
really increases the cai)ital for the purpose of evading tho tax. It sfiys 
“My aiiditor values it at such an amount.” How can you prevent that? 

A. — ^My auditor will say “I do not accept that figure”. 

Q. — Then you will have the trouble of a dilfercnco of opinion between 
tAvo sets of auditors. 

A. — As I say, if tho comiiany spends the amount on more mills, more 
engines, etc., it Avill ho justifiable. But if they intend to evade tho law, 
Ave should. certainly bo able to find out AA'hothor Avhat they give is a fictitious 
figure. Further, these comiianics are not very numerous in India. After 
“all, tho dihcroncc aa'III not ho much. There Avill bo no objection to their 
doubling their capital for honest extensions of their business. 

Q. — But if they spend a feAv rupees on such honest extensions, they 
may give you a very high figure. 

A. — It must be carefully proA'ed. 

Sir Percy Thompson. Q. — Suppose you have, a company Avith small 
capital, saj'- £100,000. Its assets are far in excess of that figure, and it 
reconstructs Avith a capital of £1,000,000. Such cases Avorc common during 
tho boom in tho Lancashire cotton trade, and arc perfectly legitimate. 

A. — I should ho inclined to say that if it docs not add to tho producing 
capacitj', the excess should not bo allon-cd. 

Q. — I AA'ill go a little further. Suppose this comiiany sells its assets to 
another company and that company starts business Avith a capital of 
£ 1 , 000 , 000 ? 

A. — In that case it Avould get oAit of tho tax. 

Q. — ^Hoav are you going to 'prevent it selling to its OAvn shareholders? 

A. — ^Wo could not stop that. 

Dr. Uyder. Q. — And if they caiiitalizc their goodwill, hoAV are you going 
to catch them? 

A. — ^All tho goodAAill is duo to their largo dividends. I should still tako 
the tax on tho original capital share value. If they could pj-ovo that they 
^are going to improve their producing capacity, it is a fair Avay of spending 
the surplus and it is for tho good of tho country. The difficulty is, as 
Sir Percy Thompson pointed out, AAdien they sell to another company. Avith 
practically the same people and tho same shareholders, avo must face such 
difficulties. All taxes produce extreme cases. 

• Sir Percy Thompson. Q. — ^Tako tho case of rubber comiAanics. You do 
not get any dividends for seven yoai's AA'hilc tho trees are coming into 
bearing. Capital is thiis dAvindling. Naturallj', don’t you oxiject big 
dividends at the end of seven years? 

A. — ^Yes. It is only hard in the case of such companies AA'hicli are 
building up. I think these difficulties can bo got over. It Avill be perfectly 
simjAle for us to lay doAvn a rule that avo should tako only actual dividends 
over a term of years. If tho duddends spread over for a term of six years 
reach the taxable limit, avo should begin tho tax at that time. 

Q. — ^I agree Avith you in principle. Tho only trouble is that this tax 
AVas tried in Canada, then in the United States of America, and it AA'as 
abandoned as uiiAvorkablo. In tho United Kingdom again it Avas abandoned 
ns uiiAVorkable. Everj' coAintry came to tho conclusion that you could not 
tax iiA any manner on the capital, but you should tax only on the Amlue 
of the assets. That will moan a Auvluation of tho assets every year. It was 
regarded as absolutely an impossible task. Again there are mattoi-s like 
the value of goodwill, etc. 

■ A. — ^I am aAvare of the difficulties, but the thing is Iioav to make these 
very rich companies pay a certain proportion to the people* from AAdiom they 
have drawn money. No doubt there are difficulties. But whether the 
difficulties that obtained in America and England would apply to India 
I cannot say. There is a small number of investors here. There are not 
the same difficulties in India as in England Avhere they reconstruct 
companies three times a year. 
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Dr. Paranipye. Q. — Is it not possible to have a tax on tbe nominal 
capital by means of a stamp dutyp -At any rate, we can thus discourage 
these bogus reconstructions. 

A. — ^Yes, I agree. I think we could tax on capital; thus tax all the 
companies over a certain sum of capital. 

Sir Percy Thompson. — We tax capital of companies at 1 per cent in Eng- 
land. 

Q. — If you do that, it would act as discouragement to these bogus 
reconstructions. 

A. — ^Yes. 

Sir Percy Thompson. Q. — ^You have dealt in your note very elaborately ‘ 
with the ways in winch you deal with mcnoy-lenders, 

A. — ^Yos, the Baniya^s hooks. 

Q. — ^That might be very desirable on general social grounds, hut do you 
think that you can really enforce it siifiply for tho ijurpose of getting 
the Baniya’s profits for income-tax? 

A. — ^No, that was not the intention; it was to save the agricTilturist 

from the exactions of tho money-lenders. I would explain in detail. If 

this is an account hook, it would be shaped like this : it is not iJroperly 
bound at all, there is only a string tied across the top; he can insert in 

the middle, any other page, and he does so. He does so even in a day- 

book. Take an account book for 1914 and it contains very many blank 
pages. He can write any account up to day of 1914. It contains the 
"mark” of tho zamindar who cannot write in many cases. The “mark” 
is attested by two of the Baniya'.s friends. Tlien the items are altered also. 
An old balance of debt is falsely -inltten up as a cash loan on a false 
account. These arc actual cases that have occurred. Tho day-book even 
is tampered with. False items wore written up as cash lent: a grease 
spot ran through tho rozi^ama, yet every page where a false item occxirred 
-was free of tho grease spot, and so the roznama entries agreed with tho 
entries in the false account. This was facilitated by tho fact that no daily 
balance was .struck and so false pages could be interpolated. 

Another case I would quote you is this. There was an old debt wintten 
in a book as a cash transaction. I had my own suspicions about this book 
and the date of the transaction was as far back as 1886. I was quite sure 
it was not a cash transaction at all. It was a balance taken from the old 
books. I took the account hook and opened the binding. The Baniya had 
said that the book had nex^er been res-titched. nor rebound. On tearing out 
the binding I found there was a bit of old newspaper as a backing of the 
binding. That bit of newspaper described an Oxford cricket match and I 
found on it the name of IM.-. C. E. Jf. "Wilson. T know he was not playing 
for Oxford before about 1896. Therefore T at once came to tho conclusion 
that the book dated from about 1896 If the same book had been stamped in 
the Mamlafdar'.i office, there could have been no such mistake. He could not / 
have interpolated a false account. Later, I found tho actual account of 
1886. It was a balance of an old debt swelled by high interest and not 
a cash debt at all. 

That is why I say everj' account book should be purchased from Govern- 
ment. Such books cannot be called books kept in the ordinary course of 
business so as to come under the Indian Evidence Act. Yet they are so 
allowed although they are most irregularly kept. The account book will 
be numbered, dated and paged and pages totalled by a responsible official 
and no erasures or insertions will be permitted except as notes. 

Dr. Dyder. Q. — ^It woxild place these transactions between the money- 
lenders and zamindars on a sound basis, and the Cox^ernment also xx’ould ge; 
its due share if these books xvero kej)t in order. 

A.— Yes. ' 

The President. Q. — No action was taken on your report? 

A. — ^Five points were taken up by the Government. I cannot say 
what the result was on tho other proposals. 

Q. — ^You gave us an estimate of income-tax on agricultural incomes for 
your Hivision. Can yon tell xis how that was arrived at? 
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Q. — ^Are these enforced by law? 

A. — Noj it is enforced by agreement by a section of Watan Act. 

Q. — It amounts to this, that you have a chowkidari tax but paid in 
kind. 

A. — ^Yes. Inferior village servants arc all menials such as the Mahars 
who have to carry tlie assessment to the Government treasury. Tliey are 
the watchmen with various -duties and are under the orders of the patel. 
He is often called the village policeman. 

Q. — ^You have brought thorn under the budget? 

A. — In some eases they are brought under the budget. It varies. 
In some cases they have hiam lands. In some cases they are paid and ‘in 
some cases thej' are not paid at all. I think it is quite possible that these 
might find place in the police budget. The emoluments of police patch 
come under the police budget. 

Q. — In reply to Q. 99, j'ou saj': “It is not understood how prices lead to 
an amount of inequality.” Arc they not one of the main factors in your 
resettlements ? 

A. — Until we started our rccord-of-rights about 1903, they were a very 
important factor, l)iit since we started our rocord-of-rights which gives us 
actual details of all leases and sales, wq go far moi'o on leases and sales. 

Q. — Will not leases and sales of land rise with the price of produce? 

A. — ^Yes, unless the rupee rose equal^’. 

Q. — So that a d’strict settled in 1925 would bo settled on a basis of a 
much higher price than a district settled 30 years before? ' 

A. — I would rather say the revision is based on leases and sales : our 
prices vary enormously from year to year, and the chief factor is the leases 
and sales of land. We find many leases in which the lease amount is five 
times the assessment, often more, sometimes less. Yo\i can assume that wo 
can raise the assessment at revision, but wo are not allowed to raise the 
limit beyond 33} per cent. 

Q. — Is it not a fact that the_ thirtj'-year settlements load to considerable 
discrepancy between the proportions l)orne by the assessment to the rent in 
the more lately settled districts than in districts settled under the old 
settlement? 

A. — 1 should say that the proportions have nearly been the same in 
almost every district during the last thirty years. 

Q. — If you settle a district now and find it necessary to raise the rates 
by 33} per cent, that means that the rates in other districts settled 
previously about the same time would bo behind by 33} per cent. 

A. — Until they are revised, they get an enormous advantage ' by the.so 
thirty-year settlements. 

The Maharajadhiraja Bahadvr of Burdiuan. Q. — I take it that your 
reasons for not favouring a taxation on agricultural incomes are twofold : 
firstly, the return from such a levy would bo comparatively small, and 

secondly, any exemption which would have_ to be given under -this system 

would increase fragmentation of small holdings. 

A. — The latter is perfectly true but I had other reasons than the former 
for obtjecting to income-tax on agricultural incomes. It is trfxing industry. 
Side by side you maj’- have two men ; ope might plough in good time and 
work hard, the other might be lazy; one might save really good seed for the 
harvest, the other might use up his grain and purchase absolutely bad seed; 
one man goes in for cultivation and stops the evaporation of the water from 
the soil, the other does not. The result of each varies according to his 

industry. In some junts a nuin ploughs once in 6 years, in other places a 

man may plough his land twice a year. Then again, I think the agricultu- 
rist is already paying rent and a local board cess, and I will not put any 
further burden on him. 

Q. — One of the arguments against an income-tax on agricultural 
income put forward by a witness before us in certain province was that it 
would be a sort of ^ double taxation on surplus ; do you agree wdth that ? 

A. — ^I do not think that rent is entirely a tax and you must take the 
rent before you can get a surplus. 
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Q. — ^Do you think it -would be a double levy if you take a rent as u'cll 
as a tax? ^ 

_A. — I consider that the agriculturist is a i^crson who in a counti-y like 
India, wlioro wo hare such precarious years, should ho given every en- 
couragement. Ho has to go through very bad times and yet sticks to it: 
Ihorofoi'e, when he does got a surplus, he gets it in the interests of the 
country at lai-go. 

Dr, Hi/dcr. Q. — ^It would bo bcllor, from the point of view of Govern- 
ment, to ride only one horse and nob two ; if the State is the landlord, it ■ 
should be entitled to take the full rent, nothing more and nothing less. 

A. — I agree. 

Q. — ^Rent, as defined, is the diffei'enco between the selling price of 
the pi’oduco and the cost of cultivation of land on the margin of cultivation i 
in England, land is the property of private landlords who treat their tenants 
very liberal^’. The Stale, being in the same position hero, can have the 
full . rent. 

>Sir Vvroj Thompson. Tn England a landlord charges a tenant fidl 
rent; the tenant makes a profit equivalent to his rent and these are charged 
to income-tax, and the rent paid to the landlord is taxed also. 

The Presideni. Q. — Would you npi'ly this economic theoi-j’ to the Daniya 
who buys land and lets it out to tenants but never visits it himself? 

A. — I would object to any discrimination in dealing with this matter. 

I know many Daniyas wne have bought land and who cultivate excellent 
garden crops. 

Q. — But you draw no distinction between the cultivator and the rent-- 
recciver? 

A. — ^It will bo difficult. ' In Sind, wo have big xamindar.s who got good 
i7icomo from land, but yet do not cultivate themselves. 

Q. — But your reason for exempting the agriculiurist was that lie had 
to go through hard times : docs that apply to (he rent-receiver who invests 
money and gels his rent? 

A. — Ho cannot get in his rent in hard limes. The Daniya is already 
paying income-tax on his dealings in grain. 

Q. — He is not paying income-tax on the actual produce of his land? 

A. — No. T quite admit that there is a great deal to bo said for taxing 
the capitali-st who makes an incoinc from land in the .same way as ho mighn 
got an income from the Stock Exchange but the distinction presents great 
difficulties. 

Dr. Paranjpyr. Q. — In the counso of your an.swer to Qs. 33, 34 and 35, 
j'oti say: "In India an income of £300 to £500 is far greater wealth than in 
England, finstly liccause the standard of comfort of the individual is lower 
in India than in England, and also because local rates arc very low and 
never reach 50 iier cent of his rateable value as is common in England.” 
Would- you tell u.s exactly what you mean by a local rate? In Poona tho 
house tax is 5 per cent. If a landlord rcccive.s Bs. 100 as rent, ho pays the 
municipality B.s. 5 and puts in his pocket the remaining Bs. 95. Isn’t that 
so? 

A. — No; ho lets out his house for B.s. 105. 

Q. — ^Docs ho include the tax in his rent? 

A. — I think ho docs. I was told the other day by my Assistant Com- 
missioner that recently the hoTi.so tax was rai,scd by Bs. 5 and ho i.s now 
paying B.s. 5 more rent. 

Q. — ^Ho might increase the rout, but on what does the municipality 
charge tho rent? 

A. — ^That dcpond.s on the vagaries of the House As.scs.smont Coinniittoo; 

1 do not know exactlj' how it is done. It is loft to tho municipality. 

Q. — My idea is that if tho house owaor receives n gross rental of 
Bs. 100, he pays Bs. 5 out of that to thc^ municipality and ho receives Bs. 95. 

A.- — And tho tenant goes on his way rejoicing! 

(). — If iho municipality increase.^ the lax, the house owner might incrca.so 
tho rent. 1 want >on to toll me exactly the moaning of tho word 'rate*. 

A . — IC is the rental value of the house. 
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Q. — Froo of tlio liouso tax or not? 

A. — I have nothing 'to do ivith it as C'oinniissionor ; it is the business of 
the municipality. 

iSfr Percy Thompson. Q. — Is there any definition of ‘rental value’ in the 
local Acts? 

A. — I do not think there is. 

Q. — Wlien 3 ’ou define ‘rent’ and ‘rental value’ in England, you say that 
rent is that which would ho paid year by year by a tenant doing rcpaii-s, 
etc., whereas in Scotland where the local rate is levied from the owner 
you make a deduction from the rent in order to ascertain the annual value. 

A. — have not got that definition hero : wo cannot inlorforc with 
local bodies in these matters. 

Pr. Paranwyc. Q. — ^IVould you kindly find out for us on what the 
municipality charges the rent? 

A. — Certainly.* _ * 

Sir Percy Thompson. Q. — Do you think they will know? 

A. — 1 do not think thoj' will; they would have to refer to the actual 
proceedings of the House A.sscssmont Committee. 

The President. Q. — Q. 107: you .‘•ay that according to item No. 8 of 
Schedule If attaciiod to the Scheduled Taxes Rules, a terminal tax cannot 
bo imposed by a local body which did not levy octroi before 6lh July 1917, 
but I think you say somewhere else that a terminal tax must be levied at 
very low rates. 

A. — Not necessarily very low : a terminal tax .should bo equal to octroi 
minus refunds. Therefore, the gro.ss outturn should not exceed the liet 
outturn from octroi. 

Q. — Therefore, it must bo levied at a lower rale than the octroi? 

A.— Yes. 

Q. — ^You say that “terminal tax is essentially a light import duty on a 
limited number of articles without refunds,-’’ so, the rates must bo lower 
than the octroi? 

A. — If you got Rs. 10,000 octroi and you have to refund Rs. 3,000, 
Rs. 7,000 would 1)0 your not income from octroi and that would 1)0 the litnit 
of the terminal tax. 

Q. — Is it not necessary to guard yourself against a continuous rise of 
your terminal tax Tates? 

A. — ^If you once get sanction, you can raise thoni all right. 

Q. — ^Would it not bo desirable to JiaA'o a maximum? 

A. — These taxes are entirely levied by the miinicipalitics themselves: 
they are an elected body and their constituents can, of course, object to 
their raising them. 

Q. — But the people affected may not bo their constituents: they might 
tax trade in transit through the town. 

A. — There is that danger: but the people affected will complain. It 
would not 1)0 possible for Government to refuse the enacLment of any muni- 
cipal tax unless it is unfair in its incidence. 

Q. — You have perhaps seen the argument that has taken place between 
the Bombay Port Trust and the Bombaj Coiqioralion. i 

A. — No 5 I have not the least interest in Bombay city. 

Q.— They have now a limited number of {own duties on articles consumed 
in the town: sugar, for instance. Tlicy are substituting for them an octroi 
on i)ractically everj’thing that passes through the town, including manganese. 

A. — ^That is a transit duty. 

Q. — They call it a terminal tax. 

A. — ^It should only be levied on those articles intended for sale in the 
town itself. 


* In Poona the house-tax is levied at 5 per cent of the rental value. 
'The rental value is fixed on the basis of average rents of liouses sinulnrly 
situate. If the rental value is Rs. 100, the tax is Rs. 5. Rental value is 
shown at Rs. 100 and not at Rs. 106. 
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Q. — ^Is it not desirable to have some sort of control over the imposition of 
a tax which may de^'elop into nothing but a transit duty? 

A. — The Commissioner has power to refuse the taxes on certain articles : 
e.g., we do not allow articles that pay sea customs duty to be taxed again 
and all taxes rerpm-e the sanction of Government. 

Q. — ^You have no power to control rates? 

A. — Government can refuse to sanction objectionable rates. 

Q. — Is it not the case that in some towns in the cotton area practically 
the whole of municipal taxation is on cotton? 

A. — ^^Ve get large incomes from cotton in_our cotton areas on cotton bales, 
but not the whole of the income. 

Q. — ^It is -a considci-at'le jn-oportion of the municipal income. 

A. — I should say that it is not a large proportion for a big town. 

Q. — Is the cotton-manufacturing tax supplementai-y to the octroi on 
cotton? 

A. — In very many municipalities we have no such octroi. 

Q. — Do j'ou have an import or export duty on raw cotton in addition 
to the manufacturing tax? 

A. — I would not be quite sure; we look upon cotton as one of our chief 
fields of taxation in cotton areas. 

Q. — ^Does not that amount to the country-side paying for the town? 

A. — ^Not exactly, because otherwise instead of being able to get their 
cotton sold in the tomi’s cotton market, they would have to get their cotton 
broker to come to the village. They would thus get less for their cotton. 

Q. — Aren’t you introducing a terminal tax in District Board areas also? 

A. — ^Not at present. 

Q. — ^Haven’t you taken legislation for that purpose? 

A. — I, think it desirable to have the Schedule amended to allow us 
to do it. 

Q. — If you do that, won’t it be a transit duty, pure and simple? 

A. — ^It may have dangerous results. 

Q. — ^You suggest that it would be better to provide specifically for 'fees 
for temporary use of land’ : you don’t need any entry in the Scheduled 
•Taxes Rules? • 

A. — I was not sure how far Schedule II would cover that ; municipalities 
and small bodies, e.g., panchayats, always derive an income from land 
in such cases as, for example, on the occasion of a marriage ceremony when 
a pandal or mandap is erected. ‘ 

Q. — That would be income from municipal property? 

A. — ^Yes. 

Q. — Q. 108: you sas' that “land cess leaves xintouched the professional 
classes, e.g., the pleaders and the money-lenders, who enjoy the use of the 
roads, schools, dharmasalas and hospitals without any payment to the local 
rates.’’ Wouldn’t you tax pleaders and monej'-lenders? 

A. — think they should be locally taxed. We had a license tax years ago 
in Bombay when all trades were taxed. 

Q. — Nearly all provinces ha^e something of the sort now. 

A. — ^It is very essential that we should get local rates from them. 

Q. — ^Would you not advocate a license tax or profession tax now? 

A. — ^I would certainly advocate the license tax. The profession tax 
rather touches jjiunicipalities and not local boards : most of the pleader's 
live in municipal areas. 

Q. — ^What about a irrofession tax for income-tax payers and persons 
carrying on professions in municipalities? 

A. — ^I think the broad principle is that everybody benefited by the 
facilities provided by local bodies should contribute to them. 

Q. — ^Is it not preferable to let the local boai'd* or municipality levy that 
instead of reducing your limit of income-tax? 
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A. — ■would certainly leave the local hoards to tiix them. It has been 
proposed in one municipality to tax professions, i.e., traders, plcadei-s, etc. 

Q. — Tolls : it lias been suggested to us tlmt tolls are not imposed on main 
roads, but only on minor roads j is that so? 

A. — ^Wo have tolls on many of our main roads: ivo have removed them on 
the Poona-Bangaloro Bead. 

Q. — The Chamber of Conunorco told iis that the Bombay Government 
have undertaken to abolish tolls on provincial roads. 

A. — Our policy is to abolish them, and wo have abolished them, as far as 
I know, on the most important- roads. 

Q. — ^\\’'ould you leave it to the local boards to impose tolls on minor 
roads ? 

A. — Unless Government have funds to keej) roads in good repair, tolls must 
bo maintained. Originally Government gave huge grants to local bourd.s to 
maintain their roads : they then .said “Wo cannot nlford to give you money, 
you can impose your own tolls.” They again said that they would abolish 
tolls and they would find the money, but they did not, whereupon tolls were 
again introduced. 

Q. — Is it not rnlhor hard that i.he raiyni pays on his hnllock-cart 
on the minor road, hot the motor car driver does not? It has been stiggested 
to us the Government should levy a tax similar to the Unglish tax on motor 
cars and apply that for road purposes. 

A. — If you have a road board that would spend money properly, 
there is much to bo said for that. But tolls are a nuisance and they give 
rise to peculation. I .should like to .see them abolished. 

0. — Q. 11 o: you say you favour an undovelojied land tax which is 
now being considered by Government. Can you tell us in what stage the 
question is at present? 

A. — think Government are still thinking of it. The Commissionei-s 
did make a joint report and it was recorded, but this question is cropping 
up at intervals. Government are not against the proposal at all. 

Q. — Do you think it is practicable? 

A.— Yes, in large towns it is easily practicable. In smaller towns, it is 
not quite so easy. 

Sir Percy Thompson. Q. — ^You think it is fairly easy in large toums: • 
I should have thought that it would be most difficult in large towns. 

A. — No, because in large towns, where there is a demand for buildings, 
you can get an idea of what the price of land would bo. For example, 
in the nnddlc of Shukarwarpet in Poona, there is a largo area which could 
bo built upon : it would bo very easy lo value it. 

■Q. — You are only going to tax land which is built upon? 

A. — ^^Yhich could bo built upon but has not been built upotv 

Q. — ^Would that not bo a general tax on site value? , 

A. — It will come to that. 

.Q. — That will mean you will tax the site of all buildings? 

A. — ^A tax on site value, I take it, would bo a tax 'imposed upon vacant 
land in a street with houses on both .sides or on all sides. You tax it on the 
situation value. 

Q. — Of course it would bo easy so long as you restrict it to such sites, 
but if you put a tax on all lands in a town whether built upon or not. .? 

A. — I would not put this tax on land that is developed 6r built xipon. I 
would tax land which is withhold but which is required for Imilding. 

The Prcsklcnt. Q. — ^You saj^ you have an increment A'alue duty provided 
for in the Town Planning Act. Has that boon worked .at all yet? 

A. — Yes. They are working it. 

Q. — I thought we were told that it was worked only in one place, 
Bandra, whore it broke down. 
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A. — is demanded by various municipalities who are themselves in 
favour of it, Sholapur, for instance. 

Q. — ^Have you actually collected any money? 

A. — think so in Ahmedabad and else^rhere. 

Q. — ^^Vill it be possible to give us any particular instance? 

A.— Yes.* 

Q. — ^\Yith regard to the machinery for collecting income-tax, you say 
the old system was better than the present sj’stem? 

A. — Not better. I may have put my answer in a loose way. The last 
system was an improved system under the Divisional Commissioners. Some 
years ago the Divisional Commissioners^ took up the question themselves and 
appointed their own staff and had it scientifically trained bj' the Income Tax 
Commissioner, Bombay. They improved the collections enormously, and the 
collections went up three or four times what they were before. But re- 
cently the work has been taken over from them and entrusted to an expert 
staff, but the collections have still to be done in the mofussil by the revenue 
staff; they have not yet got up their own collecting agency in the mofussil. 

Dr. Paranjpye. Q. — ^You send the revenue staff a notice that such and 
such an amount has to he collected, and they collect it for you? 

A.— Yes. 

Q. — ^IVould you like to have the Income Tax Assistant Commissioners 
and other people associated with Divisional Commissioners and the Collector? 

A. — I think a close touch should be kept between them. I do not want to 
have anything to do with the control of the staff. There should be a close 
touch in this way. The Commissioner may see the rise in prosperity of a 
certaia town, and he will then suggest that the town should be resurveyed, 
and the Income Tax Commissioner will do it. The Commissioner can watch 
and notice the progress of a town more than the ordinary Income Tax 
Officer, 

Q. — ^You will be satisfied with placing the information at his disposal, 
and not have a final say in the matter of assessment? 

A. — 1 do not want to have anything to do with the assessing now that 
there is a special department. When I was Commissioner of the Southern 
Division I had, for example, special sui-veys done of Nipani, and as a 
result four times the amount was raised. I got no more , appeals than I got 
before. 

» 

Q. — That is due to the fact that you were also the District Magistrate 
and therefore the people were afraid to appeal against your decision. 

A. — ^The Commissioner has no judicial powers at all. It is the Collector 
who has got those powers, 

Q. — ^But the Collector is your subordinate. 

A. — They always aijpeal on every possible occasion, and there is not 
the slightest hesitation to appeal. 


.*■ Town-planning sohe»nes in which 
hetterment contrihution has 
actually been paid. 

1 

Number of peisons 
who paid the 
contrihution. 

Sums paid as 
hetterment 
contrihution. 

9 completed schemes in Balsette . . . . 

1 do. in Panohgani 

358 

11 

ns. 

1,05,502 
(a) 11,002 

10 completed town-plunning schemes 

369 

1,16,501 


(a) This is the amount already paid, and represents 73 per cent of the total levy ; the 
balance of Es. 3,829 is still due to he received from seven persons and will he recovered 
in convenient instalments. under the provisions of the Town Planning Act. 
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Bao Bahadiir G. K, CHIT ABE, B.A., tB.B., Ahmednagfar, 
was neist e«amiiied. 


Written memorandnua of Sir. Chitale. 

The Committee is called on to examine the manner in which (1) the 
burden of taxation which is at present distributed between different classes 
of population, (2) the scheme of taxation, central, provincial and local, with 
a view to its improvement, and is asked to report on the suitability of new 
sources of taxation and the machinciy required for the collection of taxes, 
and in general survey the nliolo field of State imiiositions upon- the subject 
with the exception to some extent of land revenue. ^ 

2. The subject matter of the enquiry is a vast one and is complicated 
by want of reliable data. However, it is briefly proposed to examine the 
financial position of the Central Government. Until five years ago the 
accounts of the Government of India consistently revealed great financial 
strength ; with the exception of ®one or two years there were generally 
surpluses on the revenue side which enabled Government to dole out large 
sums to the provinces for education, sanitation and other agencies after 
setting aside substantial amounts for productive purposes; and State 
borrowings were kept at a low figure. Unfortunately in 1918-19 
there was a deficit of Rs. 6 crores, which was left uncovered, and which 
increased next year to Rs. 24 crores on account 'of unforeseen expenditure 
caused by the Afgan War, and the final accounts for 1920-21 brought up 
the deficit to Rs. 26 crores, which again in 1921-22 unfortunately rose to 
Rs. 3.3 crores. It is only now this year that the deficit is "wiped out, and 
we have a balanced budget for the first time in the last six years. This 
has been effected after a good deal of retrenchment. 

3. Examining the figures of "llaxation that have been " imposed since 
1913-14 to those of 1923-24 when fresh taxation was imposed last, it appears 
that the revenue of India in 1913-14 stood at a total of Rs. 71 crores and 
85 lakhs including proceeds of land revemie of Rs. 31 crores and 2 lakhs. (Vide 
Finance Member’s speech in the Finance Bill of March 20th, 1925.) The 
revenue of India in 1923-24 stood at a total of Rs. 135 crores and 86 lakhs, 
showing an increase of taxation in the decade of Rs. 64 crores and one lakh. 
Thus, taking the index figure of 100 the revenue of India in this period 
increased from 100 to 187. 

•t 

4. During the same period it is to be observed that the population of 
British India had increased from over 143 millions to over 247 millions. 
Thus, revenue in 1913-14 came to Rs. 2-15-0 jjer head compared to Rs. 5-8-0 
per head in 1923-24. The main increase in revenue had occurred under 
customs and income-tax, but it is to be remembered that the customs 
duty is paid by the whole of India and not ruerely by British India. Thus, 
the improvement must be sought for in the direction of increased yield from 
existing sources of taxation, and as a result of the present debt redemption 
scheme, considerable saving is expected on account of interest in the distant 
future. But, on the other hand, items like excise and opium revenues are 
not on a secure footing. The admitted poverty of the Indian people is mainly 
due to the enormous growth of population, to which religious belief is a 
contributory cause, and the sj'stem of inheritance. The pressure on the land 
is so great that it is not possible to get enough _ for all, and the minute 
fragmentation of agricultural holding does not give enough work for the 
agriculturists for a great part of the year. This state of things can only he 
remedied by wide extension of education and by enuncifating an economic 
policy of assuming open responsibility for elevating the Indian people to a 
higher plain. Thus, the acceleration of industrial development in India and 
the larger employment" of womeh in the production of wealth are inevitable 
and necessary so as to wean away a large portion of the rural population 
from idleness. 

5. The 'diagram printed in Mr. Rush Brook Williams’ book on page 105 
shows how each rupee of revenue was made up in India in 1922-23. 
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rrovincrahand Central together. 


Iiiooine. p> 


Expenditiue. 

1 

(1) Customs 

.. -21 

(1) Slilitaiy services . . 

•33 

(2) Land Eevonuo 

.. -18 

(2) Land Revenue 

•03 

(3) Railways 

.. -It 

(3) Railways 

.. -12 

(t) Excise 

.. -10 

(I) Police, Jails — Justice 

•09 

(6) Income-tax . . 

•09 

(5) Public debt . . 

.. •OS 

(0) Stamps 

•06 

(6) Geneial Administiation 

•05 

(7) Iiiigatiou 

•03 

(7) Civil woiks . . 

•05 

(8) Mil ita,iy Receipts 

•03 

(8) Education . . 

•05 

(9) Otliei heads . . 

» . • • 

(9) Forest 

•02 



(10) Iriigation . . 

•02 

. 


(11) Public Health 

. . -02 



(12) Other heads.. 

.. 


Nfitc.—'Worymg expenses of the railways, irrigation, post and telegraph 
deiJai'tinonts,. rcrnn''ds nncl the like are deductod from revenue and not treated 
as expenditure. 


6. We have to add to this provincial and central taxation local taxes 
imposed by local bodies— municipalities and local boards. Brief survey of the 
conditions of those bodies in 1921-22, the latest date for which complete 
statistics are available, discloses the following facts: — 

111 British India there are 751 municipalities with something over 
18,000,000 people resident within their limits. Of these municipalities 683 
have a population of less than 50,000 persons, and the remainder a population 
of 50,000 and over. Moreover, the proportion resident within municipal 
limits is large.st in the Bombay Presidency, where it amounts to 20 per cent of 
the population in the province, and smallest in Assam where the figure is 
only 2 per cent. In other major provinces it varies from 4 per cent to 9 per 
cent of the total population in each province. The municipal income comes 
to Rs. 12.96 crorcs and is derived principally from taxati'on. But one-third 
of this comes from municipal property from grants-in-aid and from miscella- 
neous sources. Generally speaking, the income of the average municipality 
is small because the four great cities of Calcutta, Bombay-, Madras and 
Rangoon together account for nearly 40 per cent of the total. 

7. But in view of the fact that only- 10 per cent of the population of 
British India lives in towns, particular importance mu.st he attached to the 
administration of district local hoards. Throughout British India the total 
number of District Boards amounts to some 219 vdth 543 as Sub-District 
Boards. The income of the Boards in 1921 amounted to Rs. 10.93 crores, the 
average income of each District Board being Rs. 5 lakhs. The most important 
item of revenue is provincial rates representing a pro]mrtion of total income 
varying from 18 per cent in the North-West Frontier Province to 61 per cent 
in Bihar and Orissa. 

8. Thus the problem of fair taxation will have to bo looked into by 
proper division of the population that lives in municipal areas or ui-bau towns 
and local board areas. In the former the earning capacity of each family 
member is comparatively much larger, as it is able to occupy itself in many 
more occupations which are not available to the ijeople living in rural tracts. 
The question thei’efore would affect 15 per cent of the total population, and 
their taxable capacity will have to be judged from altogether different 
standard tlian that of people in the rural areas. These local rates w’ll 
bring up the total taxation to about 6.2 per cent per head. 

9. Before, however, wo go on to other cons'derations, wo have to dispose 
of one more important consideration which is a bone of rival contentions and 
is not very ea,sy to decide. That question leads to an economic paradox. On 
the one hand, it is confidently ascertained that there is an enormous load of 
debt and taxation which is declared to he crushing, and on the other hand, 
it is emphatically asserted that the staying power of the peojilo is being 
increased from year to year which leads to more comforts and higher status 
in life. If the evidence of our sen.ses is any test, it is true that all cla.sses 
appear to bo getting more and spending more. This is clear from the demand 
for pleasures of all kinds expensive and inexpensive. If we looked to 

VI-59 - 
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csrowded ra'ihvaj’ trains, motor buses or cars, tramivays, cinema theatres 
drinking shops, hotels, races and the like, it is no.douht true that middle 
class people appear to spend more and more continuously than 30 years 
before. This ease and comfort natui-ally attracts youngsters, and he asks 
himself, ndiy he should not have his share in this glittering existence instead 
of more serious occupations. IMoi’eover, if we comiiare the present time wi% 
30 years ago, none can doubt that the children, the hoi)o of the future, desire 
to Ije better fed and bettei' clothed, and possess all kinds of comforts. Tims, 
the apparent discord between the ovklences of prosperity and the theory that 
wo are or ought to be on the road to ruin undermines all belief in economic 
diagnosis. It seems, however, probable that the truth_ lies in the golden 
mean, which, however, must he reached after careful investigation of the 
facts. 


10. The debt position of our country has been recently overhauled, and 
systematic proposals are made to wipe it out in about 50 to 80 years. The 
total debt of India on Jfarcb 31st 1924 amounted to Es. 905.65 crores. Of 
this, Es. 578.39 crores are classed as in'oductiive debt, and Es. 228.45 crores 
as unproductive, and tlic balance of Es. 98.81 crores represents debt in- 
curred on behalf of Provincial Government. Tt is proposed that productive 
debt should bo wiped off in 80 years, and the unproductive in not more 
than 50 years, and this can be accomplished by setting aside annually 
Es. 4.04 crores for liquidations. This means that so much taxation per 
head will have either to be imposed or the amount otherwise realised every 
year. The analysis of the figures above referred to shows that in the 
urban areas load of taxation per head including this debt redemption 
scheme comes to about Es. 7 per head, and in rural areas it would amount 
to about Bs. 5-12-0 per head. This necessarily lends to the examination 
of the problem of the taxable capacity of people living in urban and in 
rural areas, and the taxation per head will have to bo allocated equitably 
according to the earning capacity of the imit. Examining the condition 
of the masses, and enquiring into the question whether they are getting 
poorer or richer, it appears from direct and indirect evidence of progre.s.s 
that the difficulties, of a per capita esthnato, are many, and consequently 
it appears that perhaps provincial .statistical enquiries may afford a suitable - 
basis. The problem is complicated again by various other economical factors 
which show, generally speaking, that the position of the towns people is far 
more favourable than that of the people living in rural areas. The statis- 
tics for the Bombay Presidency as a whole shows that the daily average of 
wages of field skilled and umskilled labourers .stood ns under: — 

Pages 70 and The following table gives the average daily wages of field labourers 

71, Bombay near district headquarter towns and in rural areas by divisions and economic 

1923-1924. circles and for the Presidency with and withoiit Sind: — 


Daily average wages in 





1913. 




1922. 




1923. 



- 

Urban. 

Kural. 

UrTian. 

! 

Eural. 

Urban. 

Eural. 


RS. 

A. 

P. 

RS. 

A, 

P. 

ns. A. 

P. 

RS. 

A. 

P. 

ns, A. 

P. 

RS. 

A. 

P. 

Political divisions — 
Northern division 

0 

4 

9 

0 

3 

9 

0 10 

3 

0 

8 

0 

0 11 

0 

0 

8 

3 

Central ,, 

0 

5 

0 

0 

4 

3 

0 8 

3 

0 

6 

6 

0 9 

0 

0 

6 

3 

Southern ,, 

0 

4 

0 

0 

4 

0 

0 8 

9 

0 

6 

6 

0 8 


0 

fi 

3 

Economic circles — 
Guzerat circle . . 

0 

4 

6 

0 

3 

9 

0 9 

9 

0 

8 

0 

0 10 

9 

1 

I 0 

8 

3 

Deccan ,, 

0 

4 

6 

0 

4 

0 

0 8 

3 

0 

6 

3 

0 8 

3 

0 

6 

0 

Konkan ,, 

0 

5 

3 

0 

4 

6 

0 10 

3 

0 

8 • 

3 

0 11 

3 

0 

9 

0 

Presidency — 

Proper . . 

i 

0 

4 

9 

0 

4 

0 

0 9 

0 

0 

7 

0 

b 9 

6 

0 

7 

0 

Sind 

0 

7 

9 

0 

8 

0 

0 12 

6 

0 12 

0 

0 12 

0 

0 

14 

9 

Whole Presi- 

0 

4 

9 

0 

4 

3 

0 9 

0 

0 

7 

3 

0 9 

6 

0 

7 

3 

denoy. 

















Skilled and unskilled lalnurers. 





1913. 

1923. 




Urban. 

Eural. 

Urban. 

Rural. 

- 




RS. A. 

r. 

RS. A, 

V. 

RS. A. 

V, 

RS. A, 

r. 

Political divisions — 











N oriliem division. 

r Skilled. 
Unskilled 

•• 

0 13 

0 6 

9 

3 

0 11 

0 4 

9 

3 

2 3 

0 14 

6 

0 

2 0 

0 11 

3 

3 

Central ,, . . 

Skilled 


0 13 

0 

0 10 

6 

1 7 

0 

0 15 

3 

Unskilled 

^ . 

0 5 

9 

0 i 

6 

0 10 

3 

0 6 

6 

Southern . ,, . . . 

Skilled 


0 10 

9 

0 9 

9 

1 2 

0 

1 0 

0 

Unskilled 


0 6 

9 

0 4 

9 

0 10 

3 

0 7 

9 

Economic circles — 











Guzerat circle . . 

' Skilled 
Unskilled 


0 13 

0 6 

6 

3 

0 11 

0 4 

9 

0 

2 2 

0 13 

3 

3 

2 0 

0 11 

3 

0 

Deccan , 

' Skilled 
Unskilled 


0 11 

0 5 

9 

9 

0 10 

0 4 

0 

6 

1 4 

0 10 

9 

0 

0 14 

0 6 

9 

3 

Konkan ,, . , . . 

Skilled 


0 13 

9 

0 11 

3 

1 12 

0 

1 9 

9 

l/nskilled 


0 6 

3 

0 6 

3 

0 13 

0 

0 10 

6 

Presidency — 

Proper . . 

Skilled 


0 12 

6 

0 10 

9 

1 9 

3 

1 6 

0 

Unskilled 


0 5 

9 

0 4 

6 

0 11 

3 

0 8 

0 

Sind 

Skilled 


1 4 

6 

1 2 

0 

2 3 

9 

1 11 

0 

Unskilled 


0 8 

0 

0 7 

3 

0 1C 

9 

0 11 

9 

Whole Presidency . , • 

"Skilled 

Unskilled 


0 13 

0 6 

9 

3 

0 11 

0 5 

9 

3 

1 11 

0 12 

0 

6 

1 6 

0 9 

0 

0 


Tho cost of living in the same period stands nov at Rs. 154 as com- 
pared^ with the normal of 100 in July 1914. Thus the cost of living has 
increased by 54 per cent, and the dailj’ average of wages have roughly 
doubled. The same rise is noticed more or less in the Punjab and Madras, 
but taking stock of all these factors and even after conceding that tho 
Indian population, at least in some parts, are gradually increasing in their 
economic condition, I feel no doubt that a very large proportion of the 
people are stricken with poverty of a kind which finds no parallel in any 
other tropical countries. Sir. Rushbrook Williams in his survey in his book 
of India in 1923-1924 sums up this position quite fairly in chapter IV of his 
book, and it appears that his estimate of the earning capacity of members 
in urban areas and_ in rural ones appear to be more nearly approaching 
truth. PIe_ puts this at Es. 100 in, urban areas and about Es. 75 in tho 
rural. It is true, however, that he take.s other factors into consideration, 
and this estimate is arrived at by dividing the gross income of a family 
{inniLis agricultural and business expenditure) by the total number of iier- 
family. This, of course, does not applj’ to the Deccan where 
lainfall is precarious, uncertain, and the .soil shallow and poor, where tho 
jncomc per head in typical village is narrowed down to Rs. 3.3-12-0 per 
annum as against a minimum expenditure necessary for real needs which 
would at least come to Rs. 50 per annum. 

11. Jurning now to the question of the manner in which burden of 
taxation is distributed between different classes of population, it appears 
from the return for the year 1922-23 which has 'been carefully compiled that 
in tlio lollowing provinces provincial taxes per head of population were 
as under; — 

(1) Madras 

(2) Rombay 

(3) Dnitcd Provinces 

(4) Bengal 

(5) Punjab 

(G) Burma 


3.2 
6.1 

2.2 
1.9 
2.5 
2.5 
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12. Now ' provinciiil taxes comprise land rcvcntio, cxcisOj stamp, irriga- 
tion, schedule taxes and the surplus of income-tax grauied to I’rovmcial 
Govorumoub., This table illustrates how taxation varies from province to 
iiroviucc, and it demonstrates the fact that Bombay contributes three times 
the tax paid by the United Provinces., the Punjab, and even' more than that 
paid by Bengal. Jt is double than that paid by Madras aud is about 20 
per cciit more than that paid by Burma. There are absolutely no extra 
beuelits which the people in Bombay Presidency enjoy as compared Avith 
the other provinces, and still it pays a disproportionate share by ivay of 
taxtion. Moreover, Bombay Presidency is more an industrial province 
than any other and pays by way of income-tax a very largo proportion. 
'J'be payment of income-tax by Bombay in the last iive years sboivs a total 
payment of Bs. 32.1-1 crores (income-tax 19.98 crores, super tax 11.41 
crores and excess profit duty 75 croies). It is true, bowover, that some 
deduction ivill have to be made from this amount, as registered companies 
really operating in other jirovinces pay the tax here, but all the sanie, the 
fact remains that as a far larger projiortion of our population live hy_ 
indnstry than any other province, it contributes several times as much 
per bead in the shape of taxes. The population, as remarked above being 
both industrial and agricultural, the incidence of taxation will liaA’e to be 
erpuilised by some method which Avonld be more equitable, fair and reason- 
able. Now it is true that as taxation can be divided into direct and 
indirect, indirect taxation is preferable to direct, because therein each man 
pays no more than bo pleases, and to a direct tax each man ])ays ivbat the 
im[)osor of taxes pleases, and thus indirect taxes to a largo extent are 
voluntary and popular, aud the direct inA'olnntary. 


13. The schedidc of provincial taxc.s aud careful analysis of the liguj'cs 
per head of the poprdation under different beads of taxation show the 
incidence to bo rather more severe on agriculttirists, and more particularly 
agriculturists in the Deccan than the url)an areas. 

14. Any scbcinc of taxation central, provincial and local, Avith a vicAV 
to its improvement, Avill have tberoforc to take account of the factors above 
referred to. It seems desirable to note that first principle of taxation 
shoAdd bo that every person having taxable ability should pay some sort 
of a direct personal tax to the GoA-ernment under Avbicb bo lives and from 
AA'liicb bo receives the personal benefits that GoA^ernment • confers. The 
second principle is that the tangible property bj’ AA'bomsoevcr OAvned shmdd 
bo taxed by Provincial Government, because it is there that it rcceh'es 
lu'otcction and several other benefits. 'J’birdly, the business carried on for 
profit in any locality should pay a tax locally liecausc it receives the benefits 
there. By this method it is po.ssible to satisfy CA-ery legitimate claim AA'itb- 
out imposing unequal and Ainjust double taxation upon any class of income, 
property or business. From this jioint of aucav, the present allocation of 
taxes on the provfncial aud imperial basis is reasonable and fair except in 
the case of industrial provinces of Bom)>a 3 ' and Bengal, Avliorein iieojilo 
resident in these provinces pay a large amount of income-tax and tbc.v ought 
in fairness to got a fixed share of revenue, sa.A', about 30 iier cent of the 
AA'liolc, so that an equitable allocation to provinces maj’ bo iiossiblc. For 
instance, the sources left to Imperial GoA'crnmcnt after aboliti'on of the 
divided heads shoAv the allocation to be fair enough, as Central GoA'ern- 
ment fidly receives incouic-tax, railAA’ayi general stamp and customs, etc., 
AA-hilc the provinces recoiAmd land revenue, irrigation, excise, and judicial 
stamps. In these heads of taxation, the distribution is iicrhaps not equal 
but is fair enough, except that the land iwcnue is not very expensive as is 
proved by the fact that in the Bombay Presidency an ana'lvsis of tlic land 
rcA'cnuc figures for the last 21 A-ears shoAA's that it has expanded by 14 per 
cent in that period or less than 1 per cent per annum. Its capacity, there- 
fore, for expansion in the future is clearly limited under the rules, Avhile 
unfortunately this Presidency is more liable to famine than any other part. 
The excise revenue sIioavs considerable expansion, but it is due to an import- 
ant change of, system from fixed fees to auctions Avhich led to a sudden 
rise, but that rise Avill soon stabilise; Avbile it is just possible that the 
revenue 'will hnvo to suffer iij the goal of total prohilntion is acconiplisliod. 
fho expansion of the revenue from general stamps is also unstable, because 
it has the tendency of fluctuating with good or bad times. 



is As land rcveuno coiiLribulcs iiboiil onc-lliird of the animal incoino of 
our Presidenev it is necessary to say a few words uhont the sysleni ns tlio 
questions airecting it differ in different parts of Bntish India. In oni 
province the revenue demand for a vast lunnhor of small holdings has been 
settled on an equitable and workalilo liasis. The principles of the existing 
svstem of survey settbment have been evolved by Messrs. Ayingatc and 
Goldslicnd. Upon these principles ivhieh arc embodied in their joint report, 
a system of land tenure and assessment admirably adapted to the requirc- 
inciits of the widely varying conditions of the different parts of the 1 resi- 
dency h'as been based. The area of everyone of thc.so small ho.ding.s is 
measured, and the relative productive capacity of soil is estfmated with 
accuracy. By the system of grouping the relative economic and climatic 
advantages of different tracts arc talvcn into account, and thus the equitable 
distribution of the assessment is secured. 


IG. By the division of the whole culturable area into units of assessiiient, 
the extension of cultivation is made to carry with it an increase of revenue, 
and the revenue payer is at liberty to ease his burden Ijv giving up occu- 
pancy of unprofitable lands. 


17. I’he change of assessment can bo decided for a whole tract on review 
of its economic conditions and revenue history which is done usually every 
thirty' years and the individual asscssce is saved a lot of harassment. 


18. The second important feature is a regular system of suspensions and 
remissions of laud revenne, when the crops fall below a certain standard, 
or wlicn the wator-siippl}' on irrigated lands lads. This .system of uiicwuri, 
however, is very aiiiitrary and deserves to lie imxirovcd if the real benefit 
is to be' impartially obtained. But apart from this defect if there is partial 
or total failure throughout any tract suspensions arc now given 
since 1906-07 according to a scale to all occupants without enquiry into 
the circuinstaiices of individuals. This demand is remitted if three following 
seasons continue to be had. 


19. In the I’rcsidency proper (e.xcludiug Sind) land revenue system is 
with few exceptions raiyatwari, e.g., system of settlement with the raiyats 
or cultivators of small holdings where revenue payments arc fi.xcd after 
measuroincnts and classification of lands. The maximuin and usual time of 
settlement is 30 vears. After this land revenue demand is liable to revision, 
but the holder lias the right of occupancy in perpetuity, provided he pays 
the asso.ssmcnt as revised from time to time, and this right is heritable and 
transferable. This survey tenure was modified however in 1901 by what is 
known as “restricted tenure”, wherein the occupant is not allowed to 
alienate without permission of the Collector. 


20. The following table shows eultivahic area in thousands of acres in 
1923-2-1: — 


Division. 

Total 

culturable 

area. 

Oociipicd. 

Balance 

eaUiirable 

waslc. 

Noithcrn division 

1,895 

4,132 

463 

Innid llevcnne .. 

Rs. 128-8() laklis. i.e. 

Rs. 2 10 0 per acre. 


Central division 

.11,319 

13,9(5 

404 

Land bevenno . . 

Rh. 227-71 lakhs, i.e. 

Rs. 1 9 3 per acre. 


Ronfbeni division 

7,833 

7,591 

239 

Land Revenue . . 

Rs. 127-73 lakhs, i.e. 

Rs. 1 9 0 per acre. 


Sind 

14,630 

8,189 

6,341 

Land Revenue . . 

Rs. 113 i.e. 

Es. 10 0 0 per acre. 


Tombav Suburban division . . 

*31 

25 

6 

Land Revenue . . 

Rs. 1-48 

•• 

•• 


41,638 

3J,185 

7,453 
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Details. 


1923-21. 
in thousands 



of acres. 

A Cultivated area — 

Gros.s area cropped 

.4 . « 

27,611 

Area .cropped more than once . . 

• « • • 

600 

Net area . . 

p • • P 

26,011 

Current fallows . . 

.. 

6,607 

Assessed . . 


.. 33,202 

Unassessed ■ 

.. 

126 


Total 

33,118 

B. Uncultivated area — 

Culturable waste 

* 4 

913 

Not available for cultivation — 

Forest 

> « P • 

8,563 

Others . . 

.. 

6,800 


• I’olal 

... 15,296 


Grand total 

18,711 

Sind . . 

. . 

30,166 


I 


1 5'6() ororcs 
)> of Land 
( Kerenne, 


I 


'J’hrco-fourtliK of ibo ciillivalod aroa of tlic Presidency 'arc devoted to 
growing food-stuffs, ha h i, paddy, wheat and grain, and jenvari being poorest. 
Cotton is the largest new good crop along with oil-seeds and sugar cane. 

21. A committee was apjiointed in June 1924 to enquiro into and report 
by Jlarch 1925 as to what .share of produce .should bo taken by way of land 
revenue demand, and whether the sy.stcm of land revenue now prevalent 
should bo changed, and if so in what directions — (vide series of articles on 
laud revenue in March 1924 in the Times of India.) 

i append hereto the note that has been submitted by way of a I'cply. 

22. As regards the question of taxes imposed by local authorities or 
local bodies, the position jirior to the introduction of' Government of India 
Act was that it received only a cess on land rovenuo and even now they are 
empowered only to impose what arc known as scheduled taxes. 

Schedxded taxes : — 

(1) Land or Laud values. 

(2) House tax. 

(3) Octroi or terminal tax. 

(4) Tolls. 

(5) Cess on land revenue not e.xccoding two annas per rupeo. 

(6) Cess on irrigation rate not exceeding two annas iror rupee. 

It has already Ijeen stated that the total income of these rural areas is 
11s* 10.93 crores as against Bs, 12. 9G crores, that of municipalities. 

23. Now, as the p^’oportion of population affected by this is 85 to 90 per 
cent as against 15 to 10 per cent, it is clear that the amount thus realised 
for the purposes of sanitation, medical relief, education, etc., must miser- 
ably fall short of actual needs of such a vast mass_ of people. Then again, 
as the present proportion of Bs. 5-4-0 per head i's high enough, any attempt 
to tax them further is sure to affect materially the paying capacity of 
these' people. But it is clear that unle.ss a serious attempt is made to 
augment the financial recourses of the boards in a substantial degree, it is 
not possible to extract advancements iln nature-building departments. .How 
exactly to meet this problem in an equitable and reasonable manner is the 
main task of this Committee. 

24. Now at present India is a unitary State. But the ideal to which 
its political develoi)menL is ti ending is no doubt that of a Federal State, 
so that in coui-se of time the nine provipces in which it is at present divided 
will be autonomous with oue Central Government at its head. The pre- 
sent annual expenditure of this Central Government' is aboiit B.S. 135 
crores, and in the next 50 yeai's, when self-government is within sight, it 
is just possible that it may come to Bs. 175 crores a year,* because it will 
have to provide for all the military arms including Navy and strong Air 
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Force. The apniial income of major provinces is about Bs. 15 crores a year 
and tliat of minor about 8 to 10_ crores. These also will Have to be increased 
by 50 i)er cent, so that a sufficient aiiioiint of money maj’ be available for 
natui'e-bnilding departments. It is further to be noted that, generally 
speaking, about 40 per cent of the income is absorbed by services, and about 
25 per Cent by what are known as fixed annual payments. - 

25. Now, as federation materialises, lai'ger powers to Provincial Govern- 
ments will have to be given bj' the Central Govei-nment, because the 
surrender of powers in fa'V'our of i)i’ovinces is an essential part in the process 
for which the constitutional reforms provide. 

26. Moreover, the form of federation ii\to which India might develop 
would be profoundly affected bj' external dangers and by the degree of 
educational, industrial and commercial dovelopinent which it might attain 
and this is clear fro7n a demand for rearrangement of provinces on a 
linguistic basis so as to have a homogeneous population. Thus (firstly) all 
the direct taxes may have to he levied by the Central Government but Pro- 
vincial Governments may legitimately claim a' share in income-tax and ask 
the imwer of levying it below the point ear-marked for centra) purposes. 

27. Secondl.v, all indirect taxation will have to go to Central Govern- 
ment. On the other hand. Provincial Governments will be compelled to exijlore* 
all possible rev'enues from fresh taxation, and they may under certain 
contingencies’ legitimately impose successioit or estate duties and tax on 
monopolies below a certain limit, so that it may he open to the Central 
Government to impose this taxation above a certain limit. 

28. Before, however, further taxation is allowed to be iraijosed either 
for central or provincial purposes, [ am clearly of opinion that the present 
costly establishment will have to bo ruthlessly retrenched with due regard 
to efficiency so as to bring down the pro])ortion_ to at least 25 iier cent of 
the total income. After this is done the possibility of fiesh taxation may 
be enqviired into, and so far I am able to see in addition , to the proposals 
made above T would suggest the following sources of taxation ; — 

(1) Banking transactions. 

(2) General taxes on turnover, receipts oi' sales or on commercial or 
industrial transactions. 

(3) Railway travelling. 

(4) Betting. 

I find -that these taxes are imposed in other countries and . as they aro 
likely to fall on those who are able to bear the burden, I am in faveur of 
their imposition when a clear case fs made out after proper retrenchments. 

29. Lastly, I am in favour of having only one machinery for collection 
of taxes as far as possible, and their cost .should be ajvportioned pro rnin on 
Central and Provincial Governments and local bodies, except of course 
customs, railways, post and telegraphs, etc. 


Mr. Cliitale gave oral evidence as follows; — 

The President. Q. — Rao Bahadur, you are a pleader of AhmednagarP 

A.— Yes. 

Dr. Jlyder. Q. — I refer you to paragr.aph 3 of your paper, in which 
you say th.at in tlio year 1913-14 Government raised total revenue of 71.85 
lakhs, including land" rev'onuc amounting to .31.20 lakhs. Does this total 
include the revenues raised by tlie Contra] Government, the Local Govern- 
ment and the local bodies? 

A. — ^It is only the rev^enue of the Central Government. 

Q. — ^But it includes land revenue. 

A. — am not quite sure whether it includes the wholemmount. In 1913-14 
land revenue was a divided head. 

Q. — ^Thon you s.ay : “The revenue of India in 192.3-24 stood at a total 
of 1.35 crores avid 86 lakhs.” That also refers only to the Central Government. 

A.— Yes. 

Q. — ^Theu I think you draw the conelusion that the taxation has been 
doubled ? 
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A. — ^^Vhat T liave taken is from the Finance Member’s speech, and there 
can be no mistake aliouL it. 

Q. — I ivant to get at the real meaning of the doubling of taxation. Have 
yon taken into acconnt the fad that the prices have also risen? The rnpee 
has decreased in valne, and the payment being in rupees, T -prant to kiio'sv 
whether the real burden of the peoiilo has increased. 

A. — My vied is Llieie is no Ireo coinage of silver, and the rupee has the 
same value. 

Dr. Varanjpyc. Q. — Tn the next paragraph you say; “Revenue in 1913-14 
came to Es. 2-15-0 per head compared to Es. 5-8-0 i)or head in 1923-24.” 
(Suppose taxation were levied in grain, would von be leaving more gi'ain to- 
day? 

A. — 1 think that is a wrong w.ay of taking it. You must have the same 
standard. 

Q. — ^iniat is your standard? 

A. — You are taking taxes in rujioes, a coin for which there is no free 
coinage. As a matler of fact, you arc taxing us botlf ways. 

' Q. — Your compliiint is fcluit in 102;124 Government have raised more than 

double the revenue, and at the same time Government have been manipulat- 
ing the enrrenev in such a way that the rnpee bought more in 1923-24 than 
in 1913-14. 

SW Perry Thompson : Surely that is not the fact. 

A. — T do not mean it bought more. You restrict mo to a particular coin 
in jo.aying the tax and you at the same time restrict the free coinage of that 
coin. If I go into the market, I could buy silver at Es. 80 per 100 tolas. If 
I could get that bullion coined free, T .should be paying only 10 or 11 annas 
for the rupee. Now T have to pay the t.ax in coin. 

The PrcxUlenf. Q. — ^Y’'ould that apply to a man who had his wages 
doubled? Does he get double the value for his work now? 

A. — I wo\ild admit that. 

Q. — It is not necessary for Government to increase the salary of their, 
staff? 

A. — ^n^ell, we .might hold different views there. 

Dr. Hyrler. Q. — How much did the rupee buy in 1913-14, taking rice, 
for in.stance? 

A. — It bought more in 1913-14 than in 1923-24. 

Q. — So the value of the rupee in tc-nus of rice is less. Why did yon not 
applj' the same value to the rupee paid in taxation? 

A. — I say most of this increase is duo to customs and income-tax. „ 

Q. — If the increase is due to customs, then customs, as you very idghtly 
point out, aro_ paid by all the people living in India, not only the people 
in British India. 

A.— Yes. 

Q. — ^Then in calculating the figure of incidence of taxation by customs, 
you will have to take into account the whole population of India, namely, 
.320 millions, and not only the 247 millions that reside in Britisli India.' 

A. — I h.ave said so. 

Q. — ^You say so, but you do not include it in jmpr calculation to prove 
that taxation has more than doubled. , 

A. — I took there two facts. First of all, 71 crores was the figure for 
1913-14; that figure has now risen to 135 crores. I m.ake .allowance for the 
fact th.at the population has increased. 

Dr. Parnnjpye. Q. — ^I take it that yonr figure of ‘143’ in paragr.aph 4 
(line 2) is a misprint ior ‘243’. 

A, — ^Tt is a misprint. 

Dr. Dyclcr. Q. — Yon h.ave to take into consideration that the customs ' 
revenue is also p.aid by ]icoj)le re.siding in the Indian States when calcul.ating 
the incidence. If you do that, the incidence of Es. 5-8 will have to be ^ 
reduced. 

A. — ^Yes. 
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Q. — ^Yoii stated that the rupee buys less to-day, and you maintain at 
the same time tliat the number of nipees coined by Government has 
diminished. 

A. — I did not say that; 

Q. — Tlie fact is that the number of rupees coined has increased, and 
thereiore tlie rupee buys less to-day than it bought in 1913-14. Looking at 
the matter from the point of view of goods and services, may I ask you 
vrliether Government recju'.res more or less to-day as compared -with 1913-14? 
If Government requires double ndiat it required in 1913-14, then you can 
say that taxation has doubled, hut not otherwise. 

A. — won’t say that, because I am not quite conversant w’th the neces- 
sary statistics. 

Q. — On page 465 you say that municipal comes to Ls. 12.96_ crores 
and is derived principally from taxation. Is that quite accurate? 

A. — ^There is of course some grant-in-aid too. 

Dr. Paranjpye. Q. — ^In paragraph 5 you have put forests as an item 
of expenditure, but on the receipt side you have not shown forests. 

A. — That is because Mr. Eushbrook Williams has not given that. I 
am not responsible for it. I hope I have correctly quoted him, though. 

Q. — ^Do you consider forest income as taxation? 

A.— No. 

Q. — So, you must not consider expenditure on forests also as expenditure, 
because it is a commercial department. 

A. — 1 have argued on the basis of Government statistics, and if anything 
is incorrect in the figures I have q,uoted, Mr. Eushbrook Williams is res- 
' ponsible for it. 

Dr. Kyder. Q. — ^What is the exact point of your note which runs thus : 
“Working expenses of the railways, irrigation, post and telegraph depart- 
ments, refunds and the like are deducted from revenue and not treated as 
expenditure” ? 

A. — ^'i'hat is also Mr. Eushbrook Williams’ note. 

Q. — In paragraph 10, you say, “This means that so much taxation 
per head will have either to be impo.sed of the amount otherudse realized 
evei’y year.” You arc referring to +he debt redemption scheme? 

A.— Yes. 

Q. — ^Why should the four crores of rupees be required as additional taxa- 
tion? It is paid out of the existing revenue. 

A. — The four crores which will otherwise be available for other purposes, 
will now go to debt redemption. 

Q. — Still it would not make an addition to the existing revenue. 

A. — Supposing our necessities increase, we will have to find monej’^ by 
additional taxation. 

Q. — ^But- you cannot say that the additional taxation is due to debt 
redemption. 

A.T-But it is a new itenr in fhe budget. This item did not enter into 
it up to the present time. 

Q. — ^From this year’s budget four crores is provided for debt redemption. 

A. — ^If there is any other purpose to be served, it could be earmarked 
for that. ^ 

Q. — ^But that will be for other purposes. 

A. — ^But in order to meet the present purposes, the amount budgeted 
for may be found insufficient. 

Q. — ^But that will be the case whether there is a debt redemption scheme 
or not. 

A , — For the last ten years Government was budgeting almost to tJie 
last pie. Now you want to take four crores from the revenues for debt 
redemijtion and that must cripple your resources for other purposes. An6 
if you find that you have lo ser’^e other purposes, you will have to impose 
taxation to that extent, 

VI- GO 
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IJr. Faranjpye. Q. — In the same paragraph (10) you say: “The analysis 
of the figures above referred to shows that in the urban areas the load of 
taxation per head, including this debt redemption scheme, comes to about 
Rs. 7 per head, and in rural areas it would amount to about Rs. 5-12-0 per 
head’’. Could you toll us uhat is the bas-s of this calculation? It is one 
of the things which we are particularly asked to consider. How would you 
find oiit, for instance, how tlie customs revenue is distributed between the 
urban and the rural population? 

A. — I have looked at it fiom-the point of view of my Presidency. As 
1 go on, I say that our present taxation per head is Rs. 6-1. That is 
again a figure which I have taken from Government statistics. That being 
the average, I have made allowances for the taxation jiaid by the urban 
population in the shape of customs and municipal taxation, and taking the 
most conservative estimate, I have divided the average into Rs. 7 per head 
for the iirban population, and Rs. 5-12 for the rural popuhation. 

Q. — My point is that it would he much more. If you take the customs 
and income-tax, the incidence per head in Bombay would be Rs. 15 or Rs. 19. 

Dr. Dycler. Q. — You do not seem to have taken into account customs 
there. You have only taken the provincial figure which you say is 
Rs. 6-1. 

A. — T say that is the minimum. Of course, it is vitiated by the fact 
that the revenues of the Government of India have not been taken into 
calculation. 

Dr. Faranjpye. Q. — If you include the revenue of the Government of 
India, it will bo Rs. 15 or Rs. 20. 1 do not understand the figure given by 

you. You have put the load of taxation in this Presidency too low. The 
imperial taxation will be Rs. 6 or Rs.’ 7 ; provincial Rs. 9 or Rs. 10 for the 
urban population, and the total will be Rs. 15 or Rs. 20. 

A. — Yes. 

The Fresuleni, Q. — Rs. 7 is imperial taxation? 

Dr. Faranjpye. — He says it is the total. It is obvioqslj’ a mistake. In 
the Bombay Presidency our complaint is that it is much more. 

Dr. Jlyder. Q. — Let us see how j’ou establi.sh this. There is the imperial 
revenue, the provincial revenue and the revenues of local bodies. How 
do you divide these? 

A. — You could get at the figures of income-tax and salt. 

Q. — ^As regards customs duty? 

A. — That also we can divide. The Bombay Presidency consumes a largo 
proportion of imported goods. 

Dr. Faranjpye. Q. — ^IVe import a large number of motor cars, much 
more than a province like Assam. 

The Fresklent.— Our friend is comparing a province like Bombay with 
a province situated in the Himalayas. 

A. — My complaint has been a’so that we have been overtaxed, and it 
is not fair. ' , 

Dr, Faranjpye. Q. — But 1 do not want j'our figui-e to go unchallenged. 

Dr. Hyder. Q. — Apart from this matter of motor cars, do you mean 
to say that East Khandesh and the Deccan consume twice the quantity of 
cloth, kerosene oil, matches? 

A. — ^I do not mean quite that. It is very diffibult to get that figure. 

Q. — How j’ou say that the capacity of land revenue is limited? If the 
principle of land revenue is that the Government should get a portion of the 
economic rent, why do you want to throw over that principle? 

A. — ^You will have to look at it from two points of view. I do not 
trouble m 5 ’self about the academical aspect of it, whether it should be a 
rent or a tax. Given any form of Government, the Government has to raise 
the requisite money for _ the administration. Of course, the majority of 
people Avill have to pay it. If the majority consists of agriculturists, then 
they must jiay it. So far, as the sjvstom of tlie land revenue is concerned, T 
am enamoured of the present Bombay system. I am not an advocate of either 
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pei'inaneiit settlement or any otlier settlement. The Government is entitled 
to impose a burden, of course, in an equitable and reasonable mannor. 
So, our present principle on wliicb our assessment is made is that tbe 
assessment should be revised every thirty years. Under this system the 
principle has grown up that the . total pitch of assessment in a taluk 
should not be raised by more than 33 per cent roughly. 

Sir Percij Thompsjn. Q. — Js that limitation right in principle.? 

A. — ^Apart from my own view of it, thei-e are good reasons why it 
should be so. I think it is quite equitable. 

P)r. Syder. Q. — ^Land is one of the factors limited in quantity. It is 
an essential factor. We know that the demand for land increases and 
the rents also go \ip. Then whei'e is the justification for these limitation 
rules ? 

A. — In the first instance, we have a raiyatwari system. If I hold so 
much land 1 am bound by a contract with Government that I should pay 
so much. vSo long as I pay my assessment, I can do whatever I like with 
my land. On the other hand, as an inducement to the people to bring 
under cultivation all available lands. Government held out some hopes 
that all improvements which were carried out on the lands would not be 
taxed. On that promise most of the lands in our Presidency have been 
brought under cultivation. If you concede that point, then arises the 
que.stion whether the sinking of a well is an improveuient or not. It has 
boon decided long ago that it should not be considered as an improvement. 

Q. — Sinking of a well is not to be considered as an impiuvement.? 

A. — ^It is taxed to a small extent. To be more accurate, to the extent 
to which hagayat is taxed this is also taxed. 

Dr. Faranjpye. Q. — ^^Ve have been told by a Settlement Officer that the 
classification is permanent and after once the classification is made in accord- 
ance with the Wingate settlement, even if it is converted into hagayat land, 
the same assessment will continue? 

A. — It changes. Of course* my experience is very limited. The ch ssifi- 
cation can be changed in the revision settlement. 

Q. — ^It may be done with regard to villages and not plots? 

. A. — Plots of lands also, but the examples are very few. 

Dr. Ryder. Q. — ^You do not like these rules which limit the enhance- 
ment of land revenue in resettlement? 

A. — ^IMy own view is that U is not fab- to Government. It is not fair 
to any Government to fix a limit. 

The President. Q. — You would not only not fix any percentage of 
increase but also would not fix any maximum percentage of rental value 
which can be taken? ^ 

A.— Yes. 

Q. — Would you like to have a muforn rate all over the Presidency? 

A. — ^\^arying according to the tracts. 

Sir Percy Thompson, _Q. — ^Your main local tax is a cess on the land 
revenue ? 

A.— Yes. 

Q. — Are there any other taxes? 

A.— We have also a cess on the irrigation rate. 

Q. — Do shopkeepoj's and petty traders contribute their share to yottr 
revenues ? 

A. — ^The fact Is that there are very few professional people who do 
not hold lands. As a matter of fact, if their income exceeds Rs. 2,GD0 
they pay income-tax. 

Q. — ^Thcy do not pay tiiai to the local authority. 

A. — ^Therefore I am an advocate of the fact that the local bodies 
should bo given the power to tax incomes between Rs. 300 and Rs. 2,000. 

Q. — ^Tiy should the limit be Rs. 2,000? 

A. — ^Because above that the tax is takeii by the Government of India. 
But the Government of Didia would not allow us this tax on general grounds. 
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i)r. Uyder. Q. — ^Wliat is j'our opinion nboui tlio profession tax? 

A. — As a matter of fact, profession tax brings in very little revenne. 

Q. — ^^Vhy sbonlcl you not tax tbc inoncy-lonclor and small trader? 

A. — That will be a bandie in the bands of subordinate officials. 

Sir Percy Thompxou. Q. — Suppose the Government of India allow you 
to have a local income-tax, would j'ou have it administered by "the 
officials of the local bodies or by the same officials who administer it now? 

A. — f hold the view that there must be one agency. The local body 
may fix the rate, but the collection should be loft to the officials tliat 
administer it now. 

Dr. Paranjpye. Q. — The collection of rates in Jiiunicipalities is not very 
satisfactory ? 

A. — It is not. 

Dr. Jlyilcr. Q. — ^Why is it not satisfactory? 

A. — That is one of the sins of the democracy. 

Q. — ^Do j'ou find laxity? 

A. — Nob only laxity. With regard to fairness and equity also it is waul- 
ing. 

Q. — Suppose that A rei)rcscnls a ward in a nuinicipal area. Would ho 
influence the taxing officer to assess him lightly to house and water-rates? 

A. — That is done in the municipalities of the Bombaj’ Presidency on a 
largo scale, as the taxing officer is a committee of members. 

Q. — How will you remedy that state of affairs? 

A. — As I have said, it is one of the sins of democracies. But the 
institution has to bo run. What I did was this and th’s is the bc.st antidote. 
When I assumed office and found that the existing state of affaii-s was not 
satisfactory, I borrowed an officer from the Bovonue Department. 1 asked 
him to prepare cori-cct data of the rental of' the houses in vario\is localities 
and fix the rental basis on as small a unit as poss'blo. It was found from 
tlie accounts of manv house owner.s (hat the real rental was concealed in 
order to evade the tax. On tbc basis ol llu- new data we were able within a 
year and a half to increase the house tax by 50 per cent, even with verj’ 
liberal limitat'ons. Rver since that .system was followed. IBit there has been 
a break-down again in this .system bccatisc the number of members who got 
elected was larger, r.nd naturally therefore tlieir intcrcsls are more because 
they own more houses. The revising committee which goes round is in- 
flxienced. 

Sir Perry Thompson. Q. — ^^Vould it not bo bettor to continue that sj'stem 
of appo'nting a Government officer? 

A. — That is good, ])rovided you get a good officer. * 

Q. — You arc in favour of having one macliinory for the collection of 
taxes. AVould you like to restore the old system of having an officer for the 
periodical overhauling of the valuation? 

A. — It is absolutely nocos.sarj'. 

Q. — ^IVould you like to entrust him w'lth the collection also? . 

A. — I havo no objection. 

Dr. Uyder. Q. — Suppose a certain municipality consists of Chitpavan 
Brahmin members. They put the tax on non-Chitpavau Brahmins or 
vice versa. Has such a state of affairs happened so far? 

A. — So far it has not happened. These communal difTercnccs are 
likely to happen now, because the number of momboi-s in olden days was 
much less and now wo havo an elected majority and communal feeling. 

Dr. Paru'njpyc. Q. — ^To got rid of this danger you would think it 
desirable to entrust the collection of tax to an independent body and also 
the right of a 2 openl? 

A. — That is one of the best reforms. 

The President. Q. — Have you terminal tax or octroi in your munici- 
pality ? 

A. — Terminal tax. 
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Q. — ^What limit would you fix for the rate? 

A. — ^^Ve have it both ways — for exports as well as imports. 

Q. — ^The same article taxed twice? 

A. — ^No. Under this system there was trouble whether cotton should be 
taxed twice or not. The Government of India have decided that only an 
export duty should be charged on cotton. This dutj' is levied at the 
railwaj' station. 

Q. — ^You think this tax is fair on the ground that the municipality 
does a service to the cotton trade in return for the levy of that duty? 

A.— Yes. 

Q. — ^What other articles are subject to terminal tax? 

A. — Grain which is imported. I do not think there can be any objection 
to this. 

Q. — You do not tax the consumer in the town but other people? 

A. — ^Yes. 

Dr. Dydcr. Q. — ^Is it fair? 

A. — Fairness or unfairness is onlj' a x-elative term in taxation. You 
must get the monee required for admimstration. 

The President. Q. — ^You would apply the same principle to Government? 

A. — That is the only principle. We have got a small schedule of seven 
or eight articles such as cotton, grain, cloth, sugar and so on. 

Q. — ^Do you levy an import duty on cloth and sugar? 

A. — ^Yes. The duty on cloth is rather hea^’y'. 

Q. — ^You have import duty on certain articles and export duty on 
certain articles? 

A. — ^Yes. The duty on cotton is 6 annas per bale, which is not very 
much. 

Q. — What was jmur octroi duty on grain before? 

A. — ^It was .5 annas per cartload. 

Q. — Does it come by road or railway? 

A. — ^In the rainy season it would come by railway, and at other times 
by road. 

Q. — ^You allow it free when it comes bj' road? 

A. — ^Yes. It is not worthwhile to collect it when it comes by road. 

Q. — Have jmu got any tolls? 

A. — Yes. The r.ate is 2 annas for I)ullock-caris and 8 annas for motor 
cars. The municipalities bare not got these tolls, but the local bodies have 
got them in their roads. 

Q. — ^Are there tolls on provincial roads? 

A. — There are some. 

Q. — ^It has been suggested that it would be fair to impose a provincial tax 
on motor cars which should be given, to the local boards as in England, 
and that motor cars should be exempted from tolls. Wha^^do you think? 

A. — have no objection to that, but the only consideration is this : 
suppose a merchant has dealings in one district, he will not have to pay 
much by way of tolls. If a merchant has got business in more than one 
district, he will i)ay more tolls. If a uniform tax is imposedj the tax paid 
by both of them will be the same. I think the tolls will be fairer. 

Q. — ^Would you like to tax the legal profession? 

A. — I have no objection to that, but the only consideration is this : 
do not pay anything to a local body. In that case they should Be taxed 
on any income between Rs. 300 and upwards. 

Q. — ^IVould you take a tax from the income-tax payer? 

A. — am an advocate of that tax. But the Government of Lidia do not 
allow it. 


s 



Mr. Cr. C. BHATE, Pleader, B,oha, Kolaija Bistricl, was nex' 
. examined. 


Written memorandum of Mr. Bhate. 

Q. 12. — The whole revenue from forest cannot he called a tax, e.g., 
the price of Government wood sold to contractors. But grazing fee, etc., 
can bo called a. tax, because fees after all arc taxes, though there is 
the clement of service rendered in such fees. 

Q. 27. — Poll tax will be.stronglj' objected to, and it is not advisable 
to resort to it under any circumstances. 

Q. 38. — There should ho no removal of exemption. No distinction 
can be drawn as the one referred to in the quesbion. The present actual 
farmers will sometimes be landlords and vice versa. 

Q. 39. — Tn the first place, I am not in favour of taxing agricultu- 
ral income like any other commercial and industrial income. And the 
estimate in the book in question is based upon guess-work after all. 
Besides, in my humble oiiinion the fallac 3 ' Tinderl.ying the estimate is that 
it is presumed that the income from agriculture (with the proper deduc- 
tions made) is not invested in concerns which are either commercial or 
industrial, and thus escapes from the clutches of income-tax, this income 
being taken to have been converted into capital, pajdng interest. 

Qs. 61, 62 and 63. — Total prohibition must be the goal. It will have 
to be attained and conscientious efforts will have to be made. I would 
generally approve of the recommendations of the Bombay Excise Com- 
mittee of 1923. But haxdiazard policj’ would bo of no use; otherwise 
there will be an increase in taxation in other form, while the real 
object of prohibition will not he secured. The bogey of illicit distilla- 
tion should be banished from the mind. If there is illicit production, 
find out the offenders and punish them. Because there are some who steal 
corn, free grain-shops are not to be opened. 

Q. 87. — If a substitution is to he made, I would suggest Aax on adver- 
tisements and betting (including races). 

Q. 88. — Bombay Stamp Act of 1922 should not be extended. 

Q. 96. — I would define ‘tax’ as a portion of the private wealth of an 
individual or a body of individuals compulsorily collected hj' Government 
to perform its duties. 

I would define ‘rent’ thus ; ‘rent’, consists of all the surplus produce 
after 25a3dng the cost of cultivation and the x^rofits of agricultural stock. 

Indian land revenue must be taken to be a tax and not rcjif. The idea 
that the land belongs to Government must be given up once for all. It 
offends agairnst the long-cherished ideas of the pcoxile of this country and 
is economicall 3 ^ unsound. It is well said indeed that “Magie of xJi’operty 
will turn sand into gold”. 

There are, no doubt, various S 3 'stoms of land revenue in vogue in 
India, but so far they affect the mode of collections, the variet 3 ' ma 3 ' have 
its own iinx^ortance, but when the question of State-ownership comes in, 
it must be said that uniformit 3 ' in princixjle is necessai\y and the principle 
must be that land revenue is a tax and not rent. I need not refer to the 
various authorities both European and Indian who support this view. 
Government must once for all decide in favovrr of this view of private 
ownoi’ship of land. 

The various pi'ovisions enacted in the Bomba 3 '’ Land Eevenue Code, 
the several amendments made from time to ti/me in that Code and the 
rules and regulations made under the same are based upon this idea 
of Government ownonship of land. These x^i’cvisions do interfere with 
the pG!iceful enjoyment of land to such a degree that the sooner the iioint 
is finally decided in favour of private ownership of land, the better for 
the people and the Government. 

Q. 97. — The x’l'osperity of the cultivator depends upon various things, 
ainong which xnvyment of land tax pla 3 's no small x^'H’t. The cultivators 
will have to bo divided into two classes. Those who are owners of the 
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land — they cultivate, and those n-ho are tenants of the owners. ‘ Besides, 
the extent of the land a cultivator cultivates will also have to he taken 
into consideration. The doings of the Forest Department should not escape 
our attention, and the absence of supplementary industries will also have 
their own share. In fact all these causes together with the natural ones, 
viz., rain, pestilence, etc., will have to be taken into account, when we - 
have to consider the state of 2 }i’ospority or otherwise of a cultivator. The 
.temporary settlement of land tax, no doubt, conies in the way of the 
prosiierity of a cultivator. It will have to be iiermanently fixed. 

Q. 98. — ^It is a matter of regret that T could not follow the content 
of the criticisms referred to in the question. But sweeping condem- 
nation of the four principles of taxation, I fear, cannot be made. The 
land tax as at present in vogue may be offending against some of the 
principles, but that fact does not justif 3 ' the force of the- sweejiing remarks. 
However, the following points will have to be noted in this connection — 

(1) Land tax must bo made permanent. 

(2) The time of p.a.^^nont must be most convenient to the payee. 

(3) The various collections made at present under the provisions 
based upon the idea of Government ownership of land must be done away 
with. 

Q. 99. — I am totall.v against temporary settlement. ''5\niatever may be 
the state of things before, the present pitch of land a.ssessment in tempo- 
rarilj’-settlcd districts is so high that people are now forced to say to 
Government', “thus far and no further”. Naj-, they would in some cases 
even be justified in saj’ing that the jiresent pitch must be lowered. This 
tomporar.v settlement 'of land revenue, and the idea that the holder is 
not the owner of the land but it is tbs Government who is the owner, 

■ are the root causes of the neglect of agricultural development in our parts 
at least. 

Q. 100. — Es. 2,000 a j’oar is at present considered to bo a subsistence 
level and nothing has happened which goes to reduce that estimate. But 
the question of similar exemption from land revenue is not free from 
difBculties. Various interests will have to be considered ; the absence of 
data for investigation will bo the chief obstacle in the proposal. There 
will lie a tendencj’ to claim exemption by one way or the other, and ulti- 
mately it will ho a source of trouble both to the people and Government. 

Q. 101. — A tax on mutations will not check fractionization. This can 
only be. avoided when general economic condition is improved. It is with 
utmost reluctance that a man alienates his land or a portion of it. 

Q. 102. — In case of land, I am in favour of private ownership of land 
o? all kinds. Therefore, even if a waste land be brought newlj' under 
irrigation scheme and then given to' a cultivator, it should he given to 
Itim permanently', so that ho can u.se it as his own private property, 
subject of course to the payment of taxes. 

Q. 103. — I would suggest that rvhen a certain territoiy - is formed 
into a municipal district, if there be .assessed or unassessed waste land 
in such a district, the municipal authoritj- .should be the sole and final 
authority in matters of assessment or exemption of land revenue, etc. 

Q. 104. — It involves a big question, not easj’ of solution. Ami 1 .am 
not in a position to make a final choice. However, I would like to refer 
to the incidence arrived at bj' Prof. C. .N. Vakil at page >372 of his newlj' 
published book .“Financial Development in Ulodern India.” 

Q. 106. — Ability to pay is one of the principles of taxation which can- 
not be ignored in anj' taxation. Local taxation imist depend not upon 
what is best, but upon what is feasible under the circumstances of each 
localitj'. The point will bo made clear by taking an hj'pothotical case. 
Suppose a municipalitj' consists of 5/i05 people, of which 1,005 are well- 
to-do people .and 4,005 are only labourers who are living from hand to 
mouth. In snch a case, whatever m.ay be the criterion of levying taxes, 
imposition of tax.ation will have to be seriously considered having regard 

■ to the main prij:cipl6.s of taxation. 

Q. 107. — ^Besides the scheduled taxes, I had already suggested some 
additional powers of taxation in the nature of taxes, while the present 
District Local Boards Act of the Bombay Legislative Council was on the 
anvil. I have nothing more to add to that for the jjresent. One of the 
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taxes pi’oposed then was av aima cess on a forest sale-price. Imposition 
of a particular tax should not be made imperative by statute, but the 
choice must be left to the individual bodies concerned. 

Q. 108. — I am in favour of terminal tax. Its merits and the demerits 
of octroi ■will be discussed later. This terminal tax being to a certain 
extent an indirect tax is satisfactory. Even house tax and land tax would 
be so in many cases if the imposition is done carefully. 

Q. 109. — The most inconvenient aspect of octroi is the system of le- 
fund. In the case of terminal tax there being no fraud, all the troubles 
and woriies are* avoided. The terminal tax, being vei-y light, is easy 
for payment. Its incidence cannot be said to be heavy. H is slightly felt. 

I cannot, say that the criticism in question will be equally applicable to 
the uoIl- 2 -egulatod terminal tax. 

My personal experience is that the octroi duty cannot he evaded 
if the authorities take proper steps. Without proportionate increase in 
the cost of collection, the octroi can bo collected if proper supervision 
is made and proper places are selected for nal;as, etc. But the good point 
in terminal tax as against octroi is that the fonner being voi-y light, 
there is no tendency to evade the tax. 

Q. 110. — M 5 ' own view is that once it was considered to be a mode 
of lai.'^ing money for local bodies. The octroi was continued till the 
terminal tax made its appearance. 

Q. 111. — The present state of tolls in our parts at least is vei'y ujisatis- ' 
factory. The tolls are removed in the case of rogds which aie firquented 
by motoi oars on the ground that they are important roads, and they 
are retained in the case of loads where the middle-class men and the poor 
have to go by bullock-carts, etc. Such a distinction is invidious. Either 
abolish the tolls wholesale, or retain them in all cases. That would be 
in consonance with justice and equity. 

Minimum distance between toll nakas, if they are to he retained, can- 
not be fixed by any hard-and-fast rule. But generally it should not he less 
than 24 miles. 

Q. 112. — If the shifting of burden of taxation is to be called a mis- 
chief, it cannot be avoided by rules of a local authority. The ^whole 
situation depends upon the facts of each particular case, e.g., i'f the 
number of houses is greater than the demand for them, then the owners 
will not be able to shift the burden on to the occupier. But if the houses 
are less than the demand, the obvious effect would be that the__ burden 
of taxes would be shifted on to the tenants. 

Q. 113. — ^The comparison between the local authorities irT England and 
in India is not profitable for the present. There must be overhauling 
of the principles underlying the present local authorities Acts in India 
before we go to compare the institutions in these two countries. While 
.speaking about the limitations we shall have to compare the wealth of 
England and India and also the income per head in England and in India. 
The present limitations ai’e necessary and will haA*e to be continued because 
of the general poverty of the masses of India. 

Q. 114. — There is no general limit of exemption of house tax in our 
municipality. Only few buildings which are exempted by statutory pro-vi- 
sions get exemption, e.g., dharmaslialas, temiiles, etc. If the houses of 
the poor in this municipality are exempted, the better for them, but 
then nearly two to three” of the number of houses will get exemption. 

Q. 115. — Ours - being a small municipality, I have not got personal 
experience on the point in question. 

Q. 116 . — A professional tax is not imi^osed by our municipality nor 
by the local board iin which I am serving. Nor there is any occasion as 
yet to impose tax on companies. There is no cotton-trade in my part. 

Q. 117. — This question involves important matter so far as local autho- 
rities are concerned. An unconditional contribution for general aid would 
not be advisable. The contributions will have to be made, but they will 
have to be earmaikcd for the particular purpose fo'r Avhich the contri- 
bution is made. But it will not at the same time be advisable to embark 
contribution to the particular form of expenditure onlj'. Government 
help Avill have to be given in all forms of expenditure. We cannot fix 
once for all the ratio of Government conti-ibution. Sometimes Government 
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will have to pay oven the whole item of expenditure. Such being the state 
of things, where there is no already statutory provision regarding the 
ratio of contribution, not less than one half and not more than three- 
fourths should be the ratio of such contribution. 

Q. 118 . — 1 would venture to state that the stimulus refei’red to in 
the question does exist. Indigenous abilit 5 ' is there. Only modern touch 
of refinement will be necessaiy bj’ \ray of outside general control. 

Q. 119.-r-No additional tax should be levied. As for substitution, 
capacity to - pay should be the g\iiding principle. 

Q. 137. — One important point to be noted in this connection is that 
in "Western India the Hindu Law as administered in our courts recognizes 
the principle of survivoi-ship, and therefore there is not inheritance 
or succession as sxich in such cases. Even if a duty is introduced, Hindu 
joint families will get exemption. Besides, in many cases of inheritance, 
the estates are not without debt burdens. If these debts are to be taken 
into account and then the net value of the inherited 'property is to be 
ascertained, it will involve laborious work both troublesome to the people 
and the Government. 

Q. 151 . — ^Land revenue should be a provincial source of revenue. 

Q. 156. — Tlie mischief of the Meston Award, if I were to say so, is too 
clear in ‘ the case of my province, viz., Bombay. Either make the income- 
tax a provincial revenue or Bombay must get a lion’s share in its income- 
tax in-oceeds. 


Mr. Bhate gave oral evidence as follows 

The PreRident. Q. — ^You are a member of the legal profession? 

A. — ^Yes, 

Q. — ^Have you been connected with local taxation at all? 

A. — ^Yes, 

Q. — Are you a member of the District Board? 

A. — No; I atii a uiemlicr of tlio Taluk Board. 

The Maharajadhiraja Bahadvr of Biirdwan. Q. — ^You say “The idea that 
the land belongs to Government must bo given up once for all”? 

A. — ^Yes. 

Q. — ^What is yotir special argument? 

A. — ^The holder must bo the proprietor. Ho must have proprietary rights 
in the land that he possesses. 

J)r. Paranjpue. Q. — So long as he pays tlie land revenue it is so. 

A. — No; still he is only a holder; he is not the proi^rietor. 

Q. — ^^Vhen he and his .successors hold it for 500 years? 

A. — Still the point is, he does not think that he is the owner of the 
land. So he does not try to improve it. 

Sir Percy Thompson. Q. — You Avant only security of tenure and as 
long as you i^ay the revenue, you cannot be turned out. 

A. — Still the feeling is ther.e that he is only a ‘bhadcicari’ ; and there 
are other enactments pa'-sed on the basis of State landlordism Avhich disturb 
peaceful enjoyment. 

Q. — Hoav do tho 3 ' interfere Avith the cultivator? 

A. — When the holdci’ thinli.s that he is not the oAAOier and the Gorerii- 
ment thinks that it is the owner, it tries to raise the land reveniie as much 
as it can. '■ 

Q. — Is it not your exjiorience that the pitch of land rcA'cnne has been 
gradually reduced? 

. A. — ^Tn mj' province at .least (i.e., Bombay Preisidenej’) the land revemie 
is being increased. 

VJ-fil 
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Q. — tliink that tho percentage of net profits or'^the not assets that 
is taken has been gradnallj’ reduced from sometliing like 90 to something 
well under 50. 

A. — ^It may he so in some provinces. 

Q. — ^In all the provinces. 

A. — I do not think so. Government- thinks that it is the owner of the 

soil and as a matter of fact, at the beginning of tlie British rule — especially 

in Bengal — ^something like 90 per cent was taken and permanent system 
was introduced. It thinks that it can raise the land revenue at diserobio)i 
and then the 50 per cent rule Avas enacted, the idea underlying it being thab 
the Government is the ijroprietor of the soil and so it can raise from it as 
much rent as it can. 

Q. — But the facts are against you. So far from having raised it, 

it has in fact reduced it. The percentage which Avas originally 90 is iigaa- 

come down to below 50. 

A. — But 90 per cent was fixed where permanent settlement was intro- 
duced. The reduction is there where settlements are temporary. 

The Maliarajadliiraja Jiahaihir of Burchvan. Q. — Suppose you argxie that 
the State is not the jn-opriobov, AA'onld you be in favour of abolishing all 
land revenue altogether and substituting income-tax on agricultural 
incomes ? 

A. — ^No; let the present land revenue bo kept on, if tho holder’s pro- 
prietorship is acknoAvledged. 

Q. — As an alternative, Avould you prefer the abolition of land revenue 
and the substitution of income-tax on agricultural incomes? 

A. — No; I Avould not prefer that. 

Dr. Ryder. Q. — ^You want to make the land revenue permanent? 

A. — ^Yes. 

Q. — ^You say it is a tax and it should bo made permanent? 

A. — ^Yes. 

Q. — Do you know of any country Avhere any tax is made permanent? 

A. — No; I have not studied the condition of other countries. » 

Q. — Is it not a characteristic of a tax that you can Amry it from time to 
time according to circumstances? 

A. — ^But as regards land revenue, if I kuoAv I am the proprietor, 
I Avill make every kind of improvement. The present complaint is that 
there is no improvement in agriculture, and it is due to the feeling AA’hich the 
holder entertains that he is Jiot after all the owner of the land. 

Q. — ^Do you think that the ordinary cultiAmtor in the Bombay Presidency, 
knoAAdhg full Avell that he can sell his land or mortgage it or make a gift 
of it or Avill it aAva5', thinks that he is not secure in the possession of the 
land? Does he at all entertain that feeling? 

A. — The feeling is that he is not, after all, the owner. For instance, in 
practice, suppose I take some earth from my land and use it for some 
other purposes. If the authorities think that it is not for agricultm'al 
xrarposes, I am at once taxed; a penalty is imposed on me for taking out 
the earth from my field — it may be for the piu’pose of making a feAv bricks. 
This is done on the hypothesis that the Government is the owner of the 
soil. 


The Maharafadhimja Rahddur of Rurdwan. Q. — ^Is it one of the items 
that jmu include under (3) in your answer to Q. 98? 

A. — ^Yes; if I take out the earth for the purpose of building a hut 
in a village site, GoA^ernment say it is a misuse of the land and then taxune. 
If I spread betel nut in my field for the purpose of drying, they say it is 
not used for agricultural jiAirposes and they tax. 

The President. Q. — ^Under Avhat section of the Code? 

A. — ^Under section 65 of the Land BevenMe Code. 

Dr. Ryder. Q. — ^I think the practice in other parts of India is that 
you can do anything you like witk your land. 
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A. — 1 don’t linow bnt that is not the case in Bombay. The interpretation 
of our Bombay Code is that the land should not be used for purposes 
otlier than agriculture. Thero^ was a case actually where a man was fined 
-for spreading betel nut or storing wood and it went up to the High Court. 
The High Court decided in favour of the man and refunded the fine 
holding that appropriation means permanent 'use in exclusion of all ('ther 
' uses. After this case the original word ‘appropriated’ is changed into 
‘used’. 

Dr. Paravjpije. Q. — ^\Vould you not consider that using agricultural 
laud for a peiananent building is a misuse P 

A. — object to the very wording of the section. The land is to be 
tised for the purpose of agriculture; that means we are not the owners of the 
land. The Government 'is 'laying down conditions like an ordinary land- 
lord. If f am the owner oi laud and J give it to my tenant on lease, 
1 can lay any condition in iny lease. Our Government is treating us 
in the same waj'. 

The President. Q. — Is not there another point of view? The land 

belongs to the community at large and is the sole source of production 
for the people. Therefore, the person 'who is in charge of the source of 
production is under a special obligation to use this means of production 

for the purpose for which it is intended — for ijroduction and not lor 

any other purpose. These are the provisions in force in New England 
where they have the most advanced land-tax system. There the 

jiistification of a progressive land tax is that it is the duty of the 
Government to enforce production by persons who have control over the 
source of loroduction. 

A. — But the point is this; as regards the land tax, when the holder 
thinks that he is the in'opriotor of the soil and when he thinks that he 
has simply to pay the tax, whatever may be the proportion, then it 
is all right from the point of view of production. Ho being the owner, he 
can do whatever he likes, so long as he paj's the tax. 

Q. — Supijosing for a moment that a rich man has acquired a very 
large area of land upon_ which a number of people were depending for 
tlieir living and turned it into a hunting ground; would you think that 
it is a desirable state of affairs? 

A. — ^Whon the system is made permanent and the proi^rietorsliip is 
with the holder, the question of the tenants’ rights will have to be con- 
sidered. 

Q. — I am assuming there is no. tenant at all. The man acquires this 
land and does not use it for productive purposes at all. 

A. — ^But he will bo paying revenue to the Government. 

Q. — ^Ho pays the revenue although he cuts off the solo source of 
supply of grain from a largo part of the population. 

A. — So long as the Goverj)ment is paid the tax, the owner must 
be left free to do what ho likes. 

Q. — You do not think that the person to whom the source of produc- 
tion is entrusted iiiis any duty to the cemmunity at large? 

A. — He has some duty and that duty is discharged by the payment 
of the tax. 

Sir Percy Thomiyson. Q. — Smiposc the rich man comes and buys up an 
enormous area which has been groivn_ with wheat and turns it into a 
sporting ground and turns tigers into it? 

The Maharajadhirajm Bahadur of Burdtuan. Q.— Perhaps what 
Mr. Bhate is aiming at is this: Suppose a man owns 10 bighas of land. 
He says, “1 own thc.-,e 10 i)ighas of land and 1 pay Bs. 20 as land revenue 
for that laud. As long as I pay this land revenue, my duty to the public 
is iicrfornicd. I contribute to the pubJic coffers, aiKl the Govcrimient 
should not restrict mo us to whether 1 grow betel nut, or whether I till 
the land, or whether I keep it waste.” Is that the position? 

A.— Yes. 

Dr. Paruiijpye. Q.— Now let nic give you another example. Suppose 
you have got a piece of land and you use it for quarrying stones. When 
you are quarrying tne stones, you aie making an enormous profit and 
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you ijouket all tbai profit. Wlioii all the stones are taken away, your 
land becomes useless for cultivation and then you abandon it and go away 
olsowhcrc. There is tlio laud there, hut it is absolutely unfit tor • any 
cultivation. 

A. — When J say that the holder .should be (ho propricLoi-, section 74 
of the Land llcvenue Code will have to he ainendcd. 1 cannot he alloived 
in I'olinqui.sh the land at pleasure. 

Q. — You may die and your heirs and successors will not take it up. 

A.- — Xo fiuestion of taking up. 'I’In'j will have to pay laud tax. 

Q. — You are deteriorating the land. 

A. — That cannot he a general rule. If a man destroys his property, 
what are you going to do? 

T/ic rrrsidciii. Q. — Your permanent obligation is agaiirst Government; 
Init there is no con-csjionding obligation against you? 

A. — If I am the owner of the field and if I pay assessment to the 
Government. L shall try to make as much as I can from rhe Held. 

Q. — ‘When you completely exhaust the land, there is nothing for 
the Government to take and tlio man can bo ])ut onl.v in the civil jail. 

A. — ^But the property is there. 

Dr. Paranjjyyc. Q. — It is useless for any purpose. 

A. — The underlying idea of all these questions is that the Govern- 
ment is the owner of the soil, and that is why you think that your 
property is destroyed and so on. 

Q. — Sup 2 Joso 3 ’ou have been jiaying assessment for ton years; you 
exliaust the land, make it useless and then relinquish it altogether? 

A. — J cannot do it. A-, 1 said abo^c, the .section 74 of the Land Kcveuue 
Code will have to be so amended. 

The Fresidmt. Q. — ^How do you amend it? 

A. — AVhcu llic settlement is permanent and he is proimctor, ho can- 
not relinquish the land at his pleasure. 

Q. — Can you fine him for that? 

A. — Tliere are so many provisions for collecting the land revenue. 

Dr. ramiijpye. i). — But nothing can be got out of the land. 

A. — I think these are only exceptional cases. 

Sir Percy ThomiJson. Q. — Supposing the man after exhausting the 
land and making it perfectly useless, dies and ho has got no relations who 
can succeed to that. IVhat is the Government to do? It is left with a 
perfectly useless piece of laud. 

A. — ^W’hat about the waste land at present? 

Q.— Do you think it is a sound position that the Government should 
have a iiermanent settlement? As long as you pay the twenty rujiees you 
can do what yo\i lilio; you make the land perfectly useless. Is that your 
idea of good management.^ 

A. — It is an exceptional case. Nobodj' would he so foolish as to destroy 
liis own jiroporty simply because the land tax is permanent. 

Q. — ^It is not an exceptional case. It can occur thousands and thousands 
of times in the case of coal mines. You take out all the, coal and render 
the soil perfectly useless. You may, as long as you take out the coal, get 
large profits. 

A. — As regards uhe coal mines, I have not considered the imint. I know 
nothing about coal. We are speaking about agricultural lands. 

Dr. Paranjpye. Q. — Take another illustration. You have got land on 
the side of a creek. You have got permanent settlement. But suppose you 
are not a good landlord and you are shortsighted. The bund which keeps 
out the salt water from your land goes to pieces; the land becomes saltish 
and becomes utterly useless for any fiii-ther cultivation. You have got 
nothing else to live on and you go to Bombay and become a bankrupt. In 
such a case what is the Government to do? In fact, such a case did occur 
to ^my knowledge. The bund was not repaired on account of factions, 
and a large portion of the land had become useless. 
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— ^II' sxicli ti thing .occiiry under a Icinpqrary settlouiont, uliat is the’ 
Governinout going to doP 

Q, It can increase the assessment in other cases. But you are con- 

templating a position where all the advantage is on your side and Govern- 
ment cannot do anything. 

A. — He cannot escape the land tax anyhow. 

Q. — ^I3ut suppose ho dies? 

A. — The land will bo confiscated. 

Q. — ^But it is of no good. 

— Now the rtndcriying idea is that the Goyormncnt is the owner and 
that is- why you think that the Govcrninent is keing put to loss and so on. 

The Maharajadhiraja Bahadur of Burdivan, Q. — ^Rs. 2,000/' you say, is 
the subsistence level in India? 

A. — That is as regards income-tax. It is because the authorities think 
that it is the suhsistcuco level, that they have fixed the exemption limit 
at Es. 2,000. 

Bv. Ryder. Q. — want to know whether in your oi>inion Bs. 2,000 is 
not above tlio subsistence level — ^whether a man cannot maintain himself 
with Ks. IGG a month?. 

A. — That- depends upon the status of the man. You cannot state broad 
propositions like that. 

■The President. Q. — ^T\^hat is the least amount which will keep a man 
alive? 

A. — That will depend upon the status of the man. A poor man will 
maiiage to live with as little money as po.ssible. If he is a middle-class 
man, he will have to siiend much more. 

Q. — ^AVith regard to Q. 102, suppose a piece of waste land which has no 
value at all is rendered much valuable by the introduction of an irriga- 
tion scheme. You .would allow that increment to go to the unfortunate 
individual that has got that piece of land assigned to him? 

A. — My idea is that the land must be given permanently whatever 
be the tax. 

Q. — ^Haye you any idea of the extent to’which land under the Punjab 
canals has increased in value in the succeeding years? 

A.— No. 

Q. — Will it be possible, at' the time you bring in an irrigation scheme, 
to say with absolute certainty what the value of the land will be in 60 
years? 

A. — I have not studied that question. 

Q. — ^Would you take, it that it increases by thousands per cent? But 
you cannot anticipate it at the beginning. If yon begin to do it at the 
beginning, you will get nothing. Therefore, if you give away the land 
permanently for a low sum in the fii'st instance, you are giving away 
a great deal of property that belongs to the community. 

A. — The whole theory is wrong. If the proprietor gets highei*' profits 
by force of circumstances, why should he not take them? If he is a 
rich man, he will' pay the State in so many other ways. 

Br. Faranjpye. Q. — ^You say that income-tax should not be charged on 
agi'icultural incomes ? 

A. — ^Wlien the agriculturist lays by money and it is capitalised that 
can be assessed to income-tax. 

The President. Q. — ^You say you have already suggested some additional 
powers of taxation in the nature of taxes while the present District Local 
Boards Act of the Bombay Legislative Council was on the anvil. Can you 
tell us what jmur suggestions were? 

A. — There are five items, which you will find in the Council proceedings, 
that Avere suggested by me. The first is, one anna on forest contract prices 
should be local board’s revenue. Supposing for five thousand rupees one 
plot of forest is sold, then one anna per rupee should be the local board’s 
revenue out of that Es. 5,000. 
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'J)r. P'oranjijuc. Q. — All ^liul would Jiicaii is, il would roduco the sale 
prico of that piece of forest i' 

A. — No. Govorninont would got 11s. 5,000, out of which olio auua will 
Ijc credited to tho local hoard’s revenue. 

The Fresideni. Q. — Hut who will pay? 

A. — ^Tho Govorninont will have to pay. 

Q. — They are already paying in tho shape of granls to the local bodies. 
It is not a new tax which you sccui to think it is. 

The Maharajadhireija Bahadur of Burdwun. Q. — What is j'our sjiocial 
reason in saying that local bodies shoiJd share in these prolils? 'I'hc local 
boards now rccoivo granls from Government and from general revenues. 
Wluit is your special reason in advocating that ])ortion of the forest incomes 
of tJio Government .should be earmarked for e.xjieiiditiirc on local bodies.^ 

A. — 'J'hat would bo a pormanont revenue to the local board. Tho forest 
revenue will be there, and therefore tho local boards will always bo getting 
a steady income. The local lioards need not depend upon Government 
for granls. 

The Frcsklcnt. Q. — You said you had five moaus^ what arc thej'? 

A. — One 1 have already staled. Tho second is when agricultural land 
is converted into building site, Government receives something as building 
fine. J. want that to bo left in tho hands of Iho local boards. 

<.}. — Again, that is not additional la.vation. 'J'hat i.s aiiotlier kind of 
grant from Government. Your finst two proposals are not additional taxes, 
but only grants. May wo know the third? 

A. — i will show it by lefeiring to (lu Council proceedings, if J gel the 
book just now. 

The j\[aharctjud]tiruja Bahadur of Biirdican, Q. — 3n reply to tho Presi- 
dent, tho two instances which you gave were really a diversion of the 
Government’s normal revenue towards expenditure of local boards. Hut 
1 want to n.sk you, .supposing now Government gets one lakh of rupees in 
j'our taluk from forests, would you, for your local purposes, levy a now 
tax what you call asso.ssmont over and above tho lakh of rupees at the 
rate of one anna in the rupee and then earmark for tho local boards? 

A. — ^Y'^os, if tho powers wore given to tho local boards that would bo 
the eflecb of it. 

The President. Q. — What is your thii’d proiiosal? 

A. — As regards tax on salt, one anna out of tho present rato should bo 
tho local board’s revenue. 

Sir Percy ThomiJson. Q. — Is that going to bo additional rato or are 
tho Government of India to pay one anna out of their income from salt? 
Now tho rato is Hs. l-I-O per maund that goes to tho Govornmout of 
India. Are you going to mate it Iks. 1-5-0 by your proposal? 

A. — ^Yos. One anna should go to tho local bodies. 

The President. Q. — 'J’hat Hs. 1-5-0 ivould bo on all tho salt sold in 
Hombay. You should know that threo quarters of the sea salt of Hombay 
goes outside. 'Thus you will be taxing tho Central Provinces for tho benefit 
of your Presidency? > 

A. — No, that is not what I moan. 

Q. — How are you going to distinguish what is issued in the Hombay 
Presidency and issued to other places outside? 

A.^ — think that can bo done by ascertaining the consumption in the 
Bombay Presidency and outside. That is my vague idea. I have not 
actually worked out the figures. 

Sir Percy Thompson.. Q. — Supposing ! have got a salt factory and 1 say 
that my salt is going out of tho Presidency, so I am going to pay only 
R,s. 1-4-0 and not Hs. 1-5-0, what will you do? Who is to prove idioUier tho 
salt manufacture]- has sold it in Hombay ilsolf or outside? 

A, — 'j’hat would depend upon tho circumstances of each case. Wo enn 
ascertain , what the coiisumption in Hombay and in tho Central Provinces is. 
It would be just as in the case of octroi. Eoallj’ speaking, in the case of 
commodities which have gone out of the municipal limits, a icfuud is 
given. That is the refund system in octroi. 
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The President. Q. — ^Tlien j'ou ■would have to maintain nahas round 
the -whole of your Presidency. 

A. — I have not worked out the scheme in detail. My simple sugges- 
tion is that wo can ascertain what is the _ consuniirtion in the Bombay 
Presidency. If there would be difficulties, it is the duty of Government 
to find out a way out of those difficulties. 1 simplj' say if at all wo want 
some sort of revenue, this should bo a source which should bo tapped. 

Q. — ^Ma 5 ’ wo pass on to your fourth item, AVliat is it? 

A. — am sorry I do not recollect the fourth item. 

Q, — IMay wo non- pass or. to 0. 109? You say the most inconvenient 

aspect of octroi is the system of refunds. In tho _ case of terminal tax 
there being no refund at all, tho troubles and worries are avoided. You 
would therefore favour a terminal tax? 

A. — ^Yes. The principle of octroi is that refund must be given. When 
it is found that there is no consumption in a town of a particular commodity, 
then, of course, the tax will have to be refunded when the commodity goes 
out of tho limits. There are all these troubles. 

J)r. rarnnjpiir. ]l is a Lrouldosemo thing to tho local authority. 

A. — It is troiiblosomc to both the local authority and the iieoiile. 

The President. Q. — Is it not open to the people not to claim tho 
refund ? 

A. — ^WTiy? - If they have a right they will certainly exercise it. ' 

Q. — ^Toti say that tolls are remoyed in tho case of roads which are 
freqtiontod by motor cai-s on the ground that they aye important roads. 
How? 

A. — ^Yes. This is the wording of tho reply given to a question put by 
mo in tho old Council. They said that they were important roads and 
so tolls u’ore removed, Therefore I presume that these roads are really 
frequented by motor cars. There are tolls on some and not on others. If 
you think the tolls .system is ncccs.sary, have tolls on all tho roads; if not, 
remove them entirely. Tlioro should bo no disti)iciion between important 
and unimportant roads sucTi as is now maintained. 

Q. — You say, there is no occasion to impose a tax on companies and 
at present there is no profc.ss’on la::. 

A. — Yes. it is a.s regards my own district. 

Q, — Don’t you think such a tax de.sirablo? 

A. — do not think any revenue will be collected from profession tax. 
I do not think as a matter of fact in my municipality a substantial revenue 
will be collected. 

Dr. Ilydcr. Q. — ^Takc a goldsmith working in tho village, and surely he 
earns more than 300 I'lipce.s a month. That goldsmith deals in no other 
trade and thus pays nothing whatsoever to tho municipality or local board. 
Don't you think that ho should pay as any agriculturist or ”as any man who 
owns a house pays something? 

A. — I\Iy idea is that mofu.‘;siI goldsmiths never earn so .much. They 
have to cultivate some lands and during their leisure time they do goldsmiths’ 
work. Simply on that j)rofcssion it is impossible for them to subsist. 

The J'rcsidrnf . Q . — AVIiat about tIio money-Iondcr.s or potty shopkeepers? 

- A. — I do not know what can ho done about money-lenders, hut the 

petty .shopkeepers slioulcl nci be iexed bj local bodies. 

_Q. — ^In answer to Q. 39, you. say that yoii are not in favour of taxing 
agricultural income because the savings of these incomes from agriculture 
are always invested in commercial concerns, so the return from them 
becomes liable to income-tax; is that so.-' 

A. — ^That is tho case. I will cite you a practical case. Suppose a 
man has got 500 candies from agriculture, .out of that 500, 300 candies 
remain every year, and the price of this corn is capitalized, then I say 
the i:o.s.se.ssor of this 300 candies will have to pay income-tax, because 
it is probable he won’t keep idle such a large amount in his house. 



48S 


Q. — ^Woiild the same thing apply to rakih's fees? 

■ A. — Yes, they are taxed, TJicy do not go scot-fj-eo. 

Dr. Dydei. Q. — Wliile n'c arc talking about the new sources of taxation 
to local bodies, I aslc you, whether you would favour a tax on marriages 
either for the benefit of the local bodies or for tho general purse of the 
Government ? 

A. — If I recollect correctlj’, that was one of tho recommendations of tho 
Excise Committee. 

Dr. Paranjpye. Q. — Are you in favour of a small registration fee for 
marriages ? 

A. — ^W’’e must accept the proposition first of all that marriages should be 
registered. So far as the present S 5 '.slein goes, nobody need register their 
marriages. 

Q. — Suppose you levy a small fee wlicn the marriages are celebrated ? 

A. — It is marriage fee. T think in some Indian States such inan'iage 
fees are levied. 

Dr. Dijdcr. Q — Do you think a GfAernment like the llriti.sh Govern- 
ment should piit on ji tax like that 1 ask you. if there would lie aiiy 
political reactions on such a tax. 

A. — If the registration is enforced, then that can he easily done, 

Q. — Can you enforce registration? 

A. — I am not going into that ciuestion at all. If at all registration 
is done, then it is easy to impose tax. 

The Maharajadhlrajn Bnhndur of Ihirdirnv. Q . — Do you think it uill 
be politically expedient to introduce such a tax in British India — a marriage 
fee on marriages? 

A. — I think in the present state of the country, people won’t like tho 

tax. 

The Prcsidcitt. Q . — Supposing the local bodies impose voluntary registra- 
tion, would people take advantage of it? 

A. — I think so, 

Q. — You say with regard to the scliemc oi total prohibition, .that 
tho bogey of illicit distillation should bo banished from the mind. How? 

A. — Whenevo]- the (piestion of total jirohiliition jiriscs, the I'Oply fiom 
Government authorities is that if prohibition is enforced there will ho illicit 
distillation, poojile will drink ami Government only would lose their money. 
So it is necessary for tho Government to impose tho tax as the drinking would 
be there. My reply i.s that it is not possible there will bo illicit distillation 
to a vast extent. So far as my district is concerned, there is nothing in the 
nature of illicit distillation, because tlioro is nothing that can produce liquor 
to a large extent. 

Q.— How would you check illicit distillation ? 

A. — As yoti check illicit manufacture of salt or control forests, why 
do not you aiiply tho same kind of rules and regulations to the illicit di.stil- 
lation? 

Q. — If illicit distillation is not pos.sible, .surely illicit impdrt is quite 
possible. 

A. — That will depend upon the rules in exi.stencc in tho adjoining States. 
If you adopt the .system of jn-ohibition. they wi'll follow suit gradually. 

Q. — On the other hand, they do not care to follow .vour rnle.s and regu- 
lations. Their important •'Ource of incctmt is from excise. 

A. — I say it is a bad revenue, and therefore it must be prohibited, . 

Q. — ^^Ve are discussing whether you can enforce prohibition. First of 
all, you say tho States will follow suit, and then you say if they do make 
liquor it will be a had revenue. The ciuestion i.s if they will make liquor, 
how can you prevent it? 

A. — Of course they will send their liquor to the adjoining towns. Jfv 
idea is that they cannot do it openly in the broad daylight as they do now 
when there i.s a .strict prohibition jn Briti.sh Tndi.a. 
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Q. — ^How are you going to prevent itp 

A. — That is a question which must be clcciclecl Ijy the Government. 

' Q. — You have not thought out any practical scheme to overcome all 
these difficulties? 

A. — think if prohibition is introduced in British India naturallj; there 
Avill 1)6 inclination for the Indian States also to do tlio same. In this con- 
nection I will refer you to the proposals of the Excise Committee, 

Q. — ^Ilow ai’e you going to effect prohibition? 

A. — By rationing system, I mean gradual prohibition. 

Q. — I take it that you liavc no practical scheme to suggest. 

A. — Not at this moment. 


Written memoranda of witnesses not examined orally. 


Written memorandum of the Bomhay Millowners’ Association, 

Bofoi'o proceeding to deal with the questionnaire framed bj' your Com- 
mittee, 1 am directed to invito your Committee’s serious attention to the 
crushing biirdons of taxation imjioscd upon the cotton mill industry. The 
33rd paragraph -• of the representation to the Municipal Commissioner, 
copics of wiiich are forwarded herewith, will give you an idea of the manner 
in which taxes have heon piled upon the cotton mill industry without any 
roloroncc lo the taxable capacity of the industry, 'J’ho total charges paid 
by the mill industry I)y way of taxes is estimated to ho equivalent to a tax 
of nearly 8 ])or cent on the share capital invested in the industry, which 
is at least o i)or cent more than any other major industry is called upon 
to i)ay, and acts as a scvci'O handicaj) in meeting competition in the liomo 
and other markets. 

- By far llie most crushing and ijusniitahlo ))iirdcn imposed upon the 
industry is. of oonrse, the M.t per cent cotton excise duty. 1’ho Associa- 
tion’s iniljlicatioiis on this subject whicli have been already forwarded to 
your Committee imist no doubt have brought home to your Committeo 
the alfsoliito necessity ol doing away with this admittedly unjust and 
inequitable impost. 

It is i)erfectiy amazing that althougli tiie cotton oxciso duty has !)uen 
unequivocally coudenmed by tho highest oliieci-s i)i the realm, men like 
Mr. Loyd George, Mr. Atisteii Cliamheriain, Ijord Hardinge, Lord 
Carmichael. Lord Willingdo)i. the Govt'rnmeut of India .should insist on 
retaining the duly for tlie sake of tl»o roveiiuc it brings. It will ho 
generally admitted that there could ho no more immoral doctrine for a 
Government to adopt tiian that a tax should l)e retained merely for the 
sake of the I'evonuo it brings in-espectivo of all other considerations, poli- 
tical. economical and moral. Aloroover, tho excise d\ity was not levied in 
the first instance for I'evenue purposes, hut to placate Lancashire, and 
now tfiat its iniquity and its ruinous consequence on the premier industry 
of the cnnitry are i)rovod to the hilt, it is hardly fair or just that its 
volentiou .sliould he advocated for the sake of ‘Iho tainted money’ it brings 
into tho coffers of the Government of India. 

The most ohjectionahle feature of tlie cotton excise duty, of course, 
is that it is a tax on production and not o)i pi-ofits. Tho cotton exoisio 
duty is. in effect, a sort of fine imposed upon the cotton mill industry of 
rmlia. Tho mill industry has to ymy to Government a certain ainonnt on 
ovejw pound of cloth manufactured, irrespective of the fact wliether a 
pi'ofit is Jiiade thoi'ooii or not. A tax of thi.s descriptioji on the j)rodnetion 
of a prime necessity of life is nnlieard of in any civilized countiy on the 
fiU’o of the globe. 

It .should be furlliei- remembered th.at the cost of the 3’ per cent 
excise duty to mills has greatly increased during recent years as com])ar(;d 
with pre-war years. At tho present time tho excise duty costs on the 
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average about tliree-quartors of an anna per pound of cloth prodiiced as 
against little over one-fourth in 1910-14. The reason for this i.s that 
the price of cloth has increased very considerably owing to increases ni 
prices of raw cotton, stores, etc., increased taxation, very niucli higher 
wages and shorter hours of labour. The result is that a shirting which 
costs 8 annas per lb. to produce in 1914 now costs 20 annas to produce. 
Tints Government are collecting about two-and-a-half times the duty col- 
lected in 1914, viz., 210 lakhs agnin.st 84 lakh.s, i.e., practically 12G lakiis 
more on account of the cause indicated .above. 

As regards the ruinous effects of the duty on the cotton mill industry 
of India, itarticularly in regard to the formidable competition from .Japan, 
it is not proposed to dilate at length in this place, but my Committee 
desire to invite the most serious attention of your Committee to the 
Association’s publication, “The Indian Cotton Excise Duty”, particularly 
to pages 41 to 62 thereof. JMy Committee arc confident that a careful 
perusal of this book will convince the members of the Indian Taxation 
Enquirj' Committee that the case for the abolition of the iniquitous excise 
duty on cotton goods is absolutely unanswerable. 

Having drawn your Committee’s attention to the heavj’ burden of 
taxation imposed upon the cotton mill industry, and in particidar to the 
iniquity of the cotton excise duty, 1 now proceed to stale my Committee’s 
views on some of the questions contained in your questionnaire. 

Q. 4. — 1 am directed to state that this Association has no detailed sug- 
gestions to m.ake for the improvement of the jiresont method.s of record- 
ing and compiling statistics. This Association has always been, and will 
always be, willing to luovidc Government with accurate information and 
statistics with regard to the state and conditions of Avork, ctc._, in the 
cotton textile industry. IMy Committee are, however, of opinion that 
there is considerable room for improvement in the pre.sent system of com- 
piling and collecting statistics relating to agriculture, and my Commivteo 
think it desirable that Government should formulate a scheme for furni.sh- 
ing the jiublic with accurate and satisfaelory data and statistics relating 
to agriculture. 

Q. 5. — The English Census of Production Act has been recognised to 
bo a _ most oxiionsive failiiv)', ns is evidently admitted by ^tho Taxation 
Enquiry Coimnittoo judging from tin* wording of this que.stion, and my 
Committee are strongly opjiosed to the enactment, of an identical Act for 
India. 

Q. 6. — This Association and other important public bodies strongly op- 
posed the Statistics Hill, which was introduced by the Government of Ho'mbay 
sometime back, and Avbicli was eventually witbdvaAvn. T am directed to 
foi'Avard you hereAvil.b co])ies of the representations’' made by this A.ssociation 
to the Government of llombay in connection Avith this ill-adAUsod piece of 
legislation. These representations, it is hoped, Avill s.atisfj* the Taxation 
Enquii-y Committee of the inadvisability and dangers of enacting legisl.a- 
tion for the compulsoi-y collection^ of stati.stics. It Avill bo further observed 
from these representations that if legislation bo at all deemed necessary, 
then in my Committee’s oi)inion Giere should be all-India legislation and 
not pi’ovincial legislation. 

Q. 7. — Mj' Committee are unable to accept the vioAv that statistics of 
the nature referred to in Q. 6 are of anj' appreciable A’alue. It is A'ory 
rare indeed that any true comparison can possibly be made between the 
statistics of one country and the statistics of another _ country, inasmuch 
as there are many diA'ergcnt factors, either unknown or incompletely under- 
stood, and conclusions based on such d.ata are most misleading and inaccTirato 
and may oven prove dangerous. 

Q. 47. — In my Committee’s opinion, the present arrangements in 
regard to assessment of income-tax on the previous year’s income are 
satisfactory, but I am directed to point out that the Government of India 
in the year 1919 revised the Income-tax Act and made income-tax ]iayablo 
on actual profits.. This necessitated an adjustment of the income-tax and 
super-tax payable by individuals at the end of each year. Between 1919 
and 1921 the profits of mill industi'j’ AA'ere increasing, and GoA^ernment by 
this revision and i-eadjustment of the Income-tax Act 'made considerable 
gains. In 1922, however, the Act Avas again revised and assessments Avere 
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mailo on t!u' (irovion'i yrni*'' iiicoTre. llir rC'iih viii*. llmf nnen jirants «!t'- 
clinc<i, GovorniiU'in vory clnvorly tool: axvav ihc* oiaii^o of yc.iriy 
io tlio dot riinoiit of c-oinpunif'-) :tiid iiidividiinl*. hut to iho honofit oi tlu* 
Govcrtiinont Exchequer. 

Q. ^8, — .My Coinniitlcc jictcpt the princiidc that the aru’ch'i io h*' 
ia.ved hliotiid !»e ff.v hut .sufficient in nuniher and of Mali kiial as to 
iotich idi cliasp'-.,, and to leach in a moderate de;iitH‘ tlin^-e aim tin nut 
contrihiiio to direct taxation. J am, liowevm-, directed to point out llial 
an rippiieation of this princi)d(' hy imptu-ial, provincial and nmntcijml 
anthontie.'. at the Miine time is likely tt» operate very prejudiciaHy, inas- 
nnieh us one and the same ailicle is likely lo he taxed more than ome. .V 
tyjdca! illnstralion of this is nffordcHl hy the sdieine of terminal tax'”, 
recently worked out hy (he Ilomhay Municipality. Under this 'ciicme 
ficverul eommnditics, e.R.. eoal. lirpiid fuel, machinery, etc., which are ah 
ready .suhjeet to import duties huied hy the Govenimcnt of Indi.a. are 
rneluded in the .•lehodulo of arfieles wliicli aie proposed to ho suh]cc,‘ed 
to the termiunl tax, and this obviously means great liatdshiii on the mill 
iiidnstiy which largeh’ oon.snmc.s the articles named. 1 am_ dirf'ctcd to 
onclobo liorowith copies of the letters * addressed hy (his Assmdation to the 
Ilomim.v Mnnieipality on tlie snhji'ct ol the juoposed tormiiml taxes, .ind 
my Committee eommoiul these letter.s to the very caieful eonsidei ation ol 
the Taxation Enquiry Committee. 

Q. 82. — It is my Comniittco’s considered ojiiiiion that, tlie time lias 
-come when G'ovcrniuont should .seriously consider (lie advisaiiilily iif iev\- 
ing e.xjiort duly on cotton. At lueseiit the .laimuese purchase (heir »-olton 
from (In's country, carm' it to J.-ifian, mannfactnrc it into rain and i-lolh 
and liion slii)) it hneic again to India and lo tho other legitimate markets 
of Jnilia to the great delriment of the fndian textile indnstiw. An ndef|uate 
exiiort duty would prohahly yield two eroie.s annnally, ami uonld thus 
luniish Govctnmeul uitli i. fu.sii si/tiiie of lef^enue uh'cli would make it 
easier for them to aholisli the eotl on excise duly. It. can Imrdly he inain- 
fained that, a small export <luty uill operali* Imixlily on the eullivator. 

There can he no douht that tlie dcuiuiul for Indian cotton will go on 
increasing, cspi'eially as even Lancashire is now turning to tho manniactino 
of i-oar.ser goods and is (heiefoie importing Iiuliaii (■iittou in larger quan- 
li(ie.s. An export duty will furtlKr help in assuring the indigenoiis iiulns- 
try of an adoqtmle siqijily of eot.lon. My Commitlcc confidently expect that 
a careful consideration of this imiiortnnt qne.stion will estnhlish heyond 
any douht that an exjmrt duty on cotton will jirove very hoiioficiiil to the 
textile industry and to the country generally without tho least adverse 

effects on Iho cullivatoi-s. 

Q 83.--lii my Co/iimiliee's opinion, it would not he wi^e to give a 
general answer lo the question whether ail vuloicin or .sjiecifie dutie-. .should 
he favoured ; lor, tho answer lo this question depends upon the nature of 
fho eommoditios to lie taxed. 8o far as cotton is eoneerned, m.v Commillee 
maintain tliat the export duty loeommende*! hy them siiould be in tho 
first iilueo a specific duty which would make it mucli cheaper and easier 
to collect and make it inoro readily po^sihlo to calculate the amount of 

rovenuo which would bo derived from it, and would make it more dilficult 

for the lax to he passed hack to the cultivator hy ll>t> Japane-e. 

Q. 106. — 111 regard lo local taxation under heading (h). my Committee 
agree that tlie main criterion for levying ta.ve.s .should always he the mc.ir.ure 
of the honcfits received, provided alway.s that the ability to pay is taken 
into consideration. A careful consideration of the (axes imposed tiy the 
Ilomha.v Mtinicipal Corporation on ilie cotion mill industry of Bombay 
will convince the 'I'axalion lCiuiuir.v (’ommiltee that tho'C taxes have h*'cn 
increased so tremendously that the.v aie out ol pioporlion lo the l.-sncfits 
received hy the indiistr.v or the industry’s ability to jiay. In ibis tf<n- 
neetinn. my Committee liave iiad a groc’ deal of correspondence with the 
Municipal Commissioner and copies .at this corrcspnndoiue forw.itdtsl* heic- 
wifh will, my Committee are confident, convince the Taxation iinqniiy 
Commitieo of the enormity of municipal taxes imposed upon the inditsi-.y. 

Q. 116. — i\ly Committee do not undei>(uiid what (he Tnxaiioii Enquiry 
Committee mc.nn hy a ‘a manufacturing t.ix on coiton’. I’reriimahly it is 
another name for cotton excise duf.v, and if it he so, then my CnmmitG'e’K 
views liavc been already given aliovc. 
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111 regiii'd to a tax on coniiiaiiies, my CoiiimiUee desiio me to state 
tliat there is already a super-tax on the prolits of the companies in addi- 
tion to the income-tax. ^\iy Commitiee lirmly maintain tliai at the lii>t 
opportunity this companj' super-tax should bo abolished, or at any rate 
sliould 1)0 reduced, inasmuch as the tax is an impediment to the develop- 
ment of industries. In my Committee’s opinion, it is not right to continue 
a tax which was levied purely as a War measure. 

Q. 119. — iMy Committee sec no reason why ' business profits should es- 
cape taxation, if it bo possible to tax business profits and collect the lax 
at reasonable cost. As regards employers ol labour, I am directed to point 
out that they are already taxed by tlie Worhinen’s Compensation Act, etc. 
As regards taxing tran.'^actions in capital and exchange, although the 
suggestion may appear sound in theory, my Committee apprehend it would 
be lound difficult and costly, if not impossible, in practice. 

Q. 120. — My Committee strongly urge the advisabilitj’ of imposing 
income-tax and suiier-tax on agricultural incomes ns in the case of incomes 
from other sources. No satisfactory case has been over made out for oxompt- 
iiig agricultural incomes Iroiii iiicoinc-lax and super-tax, and it is my 
Committee’s considered opinion that this unjustifiable c.xemption entails 
on Government a troniendous loas in revenue. It is very anomalous that 
agricultural income, however con.sidernblc, .should bo exempted from laxation, 
while a clerk earning Jls. 2,0i)0 per annum should be liable to pay income- 
tax. My Commiutee do not think succession or legacy duties or heavy 
jirofit duties suitable in the present condition of India, where moiiej' is so, 
essential for the agricultural and iudu.strini development of India. 

In conclusion, 1 am directed to stale ihal although my {.Committee have 
given aboie their views on the different questions in whicli they are iiitt'- 
rested, they arc ^er.^ sceptical as to the ultimate resulls of the labours 
of the 'I'axation linquiry Cortiinittee. *My Committee aie of opinion that it 
would have been bettor if, in 1 raining tlieir questionnairo, the Taxation 
J'hiquiry Committee had confined their attention to a few broad and im- 
portant questions in connection with the taxation policy of Goverument. 
Unfortunately, the questionnaiie is much too elaborate and goes too mucli 
into minute and unimportant delaits, and my Committee apprehend that a 
questionnaire like this, tar from helping the Taxation Enquiry Committee 
in reaching sound conclusions on important quostioms i)crtaining to taxation, 
is only apt to confuse the issues and will ultimately mean wa.sto of public 
time and money. However that may be, this Association will ho very 
pleased if the labours of the 'J'axalion Enquiry Committee will result iii 
.sound and uselul recommendations being made to the Government of 
India, imrticularly in bringing liomo to the Government the liopelcss plight 
to which the cotton mill industry has been reduced by the crushing burdens 
of taxation imposed on it, and to wliich the attention of your Committee 
was drawn in the beginning of this letter, hly Committee welcome a <‘are- 
ful investigation into thi.s question by an expert and independent body 
like the Taxation IDnquiry Committee, and any lurthcr information required 
by you in connection witli this matter will bo most willingly furnished. 


Written memorandtun of the Ahmedahad Mi]lov7ner£>’ Association. 

The Committee note with regret that the Taxation Enquiry Committee 
have been appointed in defiance of the wishes of the Legislative Assembly 
w'hich desired such an enquiry on a broader scale after taking into con- 
sideration the economic condition of the country as a w'holo. The scope of 
the Committee has been tied down and rendered vei-y narrow by the 
confinement of its W'ork to the subordinate branch of redistribution of taxes 
in general, leaving aside the Icatuies of oxxrenditure which have very 
important bearing on the whole question. It appears that the enquiry is 
based on the assumption that the present high level of taxation with ivhich 
this country has been saddled during the period of the War and of subse- 
quent years of boom is to bo regarded as iiormal. The oxjjenditure being 
more intimately' connected with the taxable cax)acity of the ijeoxjle, the 
w'ork of the Committee has been handicapped by the exclusion of such a 
vital issue from the terms of i-eference. The Committee further look 
in vain at the questionnaire for an attempt to raise intelligent discussion 
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oji the burning questions of the time, such as cotton excise duties, and 
observe that minimum attention has been directed towards the growing 
burden of taxation on Indian industries and trade. 

After making these general observations, the Committee Avould make 
an attempt to deal u’ith certain questions mentioned in the questionnaire. 

Q. 1. — The statistics at iU'esent available for the purpose of estimating 
the wealth of this country are not considered by the Committee to be 
adequate and reliable. Detailed statistics should bo collected and compiled 
to ascertain ; (1) the production of wealth in the Indian States, (2) the 
artificial value 'created by transport, and (3) the returns on foreign capital 
invested in India in industides, national debt, etc. 

Q. 2. — The average incomes per head are misleading for, the following 
reasons: (1) Depreciation of the purchasing power of money in reference 
to the necessaries of life. (2) The number ol families or individuals earning 
below the minimum oi subsistence should be taken into consideration along 
with the averages ol incomes obtained. 

Q. 3. — ^Evou if the corresponding figures existed, they would not yield 
any correct estimate lor ascertaining Die taxable enpneity of the people. 

Q. 5 . — ^A census of production in this country may be taken. Sucli 
statistics would serve as a usclul guidctto the ascertainment ol the propor- 
tion of Governmental expenses to the taxable capacity ol the people. 
It would also assist in forming the correct estimate ol the economic 
conditions of the country and tlio means of improving them. 

Q. 6. — The Committee would not object to the undertaking of all-India 
legislation lor the collection ol statistics, xirovided they include statistics 
ol all Government undertakings, lorcign employers and all commercial 
concerns — Indian or lorcign — including c.xchange banks, insurance com- 
panies, shipping agencies, etc. 

Q. 7. — Such statistics do bear relation to the extent of the incidence of 
taxation. 

Q. 13. — In the case oi Goicrnment, comniorciul tr semi-commercial 
return, or a monopoly profit, dciieuds on _ the nature ol the undertaking 
and ought to be judged more on economic, grounds than on revenue or 
taxation grounds. The element ol tax appears in varying degrees in all 
the three, though most in monopoly. 

Q. 14. — There is an element of taxation in all thckse from (a) to (c), 
to the extent of the incidence above the actual cost oi sucli services rendered. 
Di estimating the cost of such services, iirofits or revenue should not be taken 
as correct basis, but the abnormal and extra side ol expondituro should also 
bo economically taken into consideration. in regard to coinage and 
exchange, the eleinciit of taxation and incidence is nioie acute, though 
indirect in the lorni of depreciation of nioney in relation to materials or 
adverse iitlluenco on indigenous productive industries. ® 

Q. 16. — For lands newly brought under irrigation or guaranteed supply 
oi water, the State should charge only a bare return on the water supplied j 
however, the revenue on such- laud should be reassessed on the basis of at 
least four j’ears’ average increase of iiroducbion. 

Q. 18. — The Port Trust dues are not wholly for services rendered. 
They affect transport cost of goods and the commercial gains derived from 
these duos together with thau iiortion of expenditure which is not wholly 
for actual service to the goods, do effect an indirect incidence on the goods. 

. Q. Ig. — ^I’his depends upon the nuturo of the needs of a iiarticular 
localitj' served by that xjurticular exiionditure, 

Q. 20. — ^Yes, it is necessary to distiuguisJi between the incidence ear- 
marked for particular services and that levied for general purposes. 

Qs. 21 and 22. — Indirect taxes are considered voluntary to the extent 
they affect luxuries. Taxes on entertainments, luxuries, tobacco and ovon 
intoxicants which aro articles of voluntary consumijtion are not a direct 
burden on the general tax-payers. 

Q. 23. — The consumijtion of tobacco and intoxicating liquor is of 
luxuries and as such optional. It raises revenue and imposes no economic 
burden. 
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Q. 24. — tax oil raMway tickets is neither voluntary ilor justifiable. 
Such a tax is most unsuited to the jiresent condition of India. A tax on 
entortininonts would not bo justifiable if it is levied on necessary and 
educative entertainments. 

Q. 25. — ^Prohibition of intoxicants is desirable not from the considera- 
tions of religion and customs only but even from moral and nation-building 
standpoints. 

Q. 26.— ^The whole scheme of taxation is inequitable and faulty on 
economic principles. 

Apart froin the question of revenue, tariffs and protective duties ought 
to form a principal consideration in the distribution of taxes. Productive 
industries and wage-earning capacity .«idc by side with unemployed millions 
keei) the taxable capacity so low as to require .siiecial protection and 
fostering of industries by Government, in order to raise the taxable capacity 
of the ijeople. 

Q. 27. — Those members of the community whose earning is below the 
normal subsistence should not be taxed. 

Q. 28. — Taxation is at least a convenient accompaniment of repre-,^ 
sontation, but looking to the general poverty of the country, this principle 
should not be very strictly enforced.^ 

Q. 29. — 1’hc tax should bo indirect. 

Q. 30.-;-A poll tax is not advisable for India. Any direct tax of the type 
mentioned in Qs. 30 and 31 is objectionable. 

_Q. 32. — Out of the indirect taxes mentioned in this question, excise 
duties oil cotton arc the most objectionable, because they affect on the one 
hand an absolute necessary of life, and on tlic other liand it acts in tlio 
form of a tax on production affecting a growing indigenous industry against 
foreign competition. 

Qs. 33 and 34. — The present rale of income-tax is sufficiently high. 
The number of persons paying at the higher rates is so small in projiortion 
to the general population that the incidence on them is unfair and ahnonnal, 
and it induces an apathy . towards further increase in the earning. 

Q. 35. — Wo do advocate a difrerentiation in favour of sums invested in 
productive enterprise to encourage the industrial progress of the country. 
Wo would suggest that from the jirofiis earned by industrial companies a 
fixed percentage must bo allowed cxemiition from income-tax. - 

Q. 36. — ^A trial may bo made to provide making allowances for the 
number of iiersons supported out of particular incomes to a certain limit. 

Q. 37. — India lioing industrially far backward as compared with other 
countries, it is imiiorativo that the manifold burden of taxation on Indian 
industries should bo redu'-ed from its prc.senL lovol. In tho light of this, 
tho ^super-tax should be equitably reduced. 

Q. 40. — It would not bo fair to zcduco the limit in the case of income-tax 
below the present limit. 

Q. 41. — Gradually the system is evolving, and it is expected to become 
more regular. 

Q. 42. — It will not be possible to adopt an uniform plan of keeping 
accounts "in this country on account of want of education in a majority of 
people. 

Q. 43.. — There are few chances of frauds for evading income-tax, 
especially in the ' case of ' those paying higher grades of income-tax, 
and publication of incomes is not only not necessary but is unsuitable and 
undesirable from tho point of Indian sentiment. 

Q. 44. — We do not object to tax-fi-oe securities. However, a limit should 
be fixed in order that it may not tell adversely on industries. 

Q. 47. — The present system of assessment on the previous year’s income 
is not voi’y objectionable. 

Q. 48. — ^We believe'that the scheme of taxation should not ho based only 
on the i-evenue requirements but should be at the same time conducive to 
the growth and development of nascent industries and productive capacity of 
the people. It has also to consider for the purpose of estimating the burden 
of incidence, the present parasitical pauperism prevalent in this country, 
under which circumstances, no definite policy should be adhered to. 
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Q. 49. — ^India being chiefly a conn tx-y' producing large quantities of raw 
materials xrhich might more profitably be manufactured here than exported 
to foi-eign countries and reimported in finished or manufactured form, 
no excise duties on any ai'ticles ai’e pi'eferable. ' However, an excise on the 
following does not seem very ' objectionable : caidiridges, chewing gum, 
cigai'ette jjapers, chocolates, coffee, tobacco. 

' Q. 50. — Such graduation is not pi-acticable in India. 

Qs. 51 and 52. — Salt tax could be acceptable oixly in case evei’y man in 
the country is subjected to taxation. Even then the tax .should not be such 
as would reduce consunnition and affect the masses. Tobacco, however, is so 
generally used that a tax on this ai-tiele should serve the pui’pose in view. 

Q. 54. — ^We would prefer an extension of direct sale of salt by 
Government at cost price. 

Q. 60. — ^Salt should be issued duty free for use in agriculture and 
industries. The process of denaturation, etc., may be examined in relation 
to local needs. 

Q. 61 . — 'We are in favour of the policy of total prohibition in India as 
early as possible. 

Q. 62. — ^As the incidexice of taxation, as at ixresent, is twice that of 
the pre-war leyel, there should be no new levy to add to the burden of the 
tax-payer. The Ip.ss of excise revenue nxay be ijartly made good by the 
increased efficiency of the pcojilc on account of prohibition, bnt this is a 
measure which ought to be adopted oven by reducing the expenditure of 
Government which is enormously increased in certain items. 

Q, 78. — Apart from protection (Or fair tariff, articles of luxux’ies may 
be subjected to the customs duty for the purpose of revenue. 'J’hose articles 
which must be imported as a nece.ssity for indn.strial and agricidtnral need 
must be duty free. 

Q. 79. — The limit of diminishing return is not always a reliable index 
in the case of all commodities. There ai-e certain materials required for 
industrial purposes which may not .show a diminishing retui-n, e.g., 15 per 
cent' duty on mill stores oven under a high duty because of their neceissary 
requirement for consumption. Duties on yaim and sto?’e materials are such 
as to nullify to a great extent the benefits of productive duties and 
manufactured cloth in the interest of the indigenous textile industry. 

Q. 80. — Duty on the following may, with advantage, bo increased : 
(1) intoxicants, (2) cigars and cigarettes, and (8) all cotton fabrics with 
ii sixeeial protective duty on coai'.ser piece-goods which compete directly with 
Indian mauxifactures. 

Q. 81. — A I'evision of tariffs sHoxild be made on economical basis giving 
protection to indigenous industi-ies already in existence as well as those 
expected to develop in India. Duties for revenue purposes may be levied 
as requii'ed on commodities outside the I'ange of protected industi-ies. 

Q. 82. — Export duties may be raised or levied on articles of the 
following kinds: (1) grain and cereals, (2) such raw products as can with 
advantage be manufactured in India, and (3) such products of which we 
have a monoixoly, and substitutes for which are more costlj' to the foreign 
importei’s, in relation to the purpose for which they are required. On the 
above grounds, export duties may either be levied or increased on wheat, 
I’ice, grain, tea, hides and .skins, oil-seeds, medicinal hei-bs, jute, shellac, 
minerals. 

Q. 83. — Whether it should be ad valorem or a specific duty depends 
upon the nature of the articles. 

Q. 87. — ^Most of the taxes^ mentioned in Annexure K are unsuited to 
India. However, a tax on auction sale, betting and entertainments may be 
tried. 

.Q. 88. — ^The present scale of stamp duties is sufficiently high. The 
duties on commercial transfers and transactions should not be such as to 
obstruct free and progressive movements of ‘trade. 

Q. 89. — Stamps collected on judicial pi’oceedings should be limited to 
pay for the cost of sei'vice rendered. Resorts to law are no proof of an 
ability to pay and making the proceedings costly would amount to denial of 
justice to the poor. 
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Q. 90. — Yes. We agree with the remarks of Mr. Hohson. 

Q. 92. — Fees often develop into taxes. Tliorc is undonhtcdly an ele- 
inont of taxation in conrt-fees.' e.specially I'olating to j)rohates, snccession 
certificates, etc., in compulsory registration, transfer of shares, commercial 
hills, sight drafts, insurance of postal articles, etc. 

Q. 93. — Generally the registration fees .should oiily ho sufficient to pay 
for the cost of the service rendered, ft is not legitiimito to charge higher 
fees, especially when registration is inadt ohligatory in certain transactions 
without reg.ard to the parties or the actuality of Ihc benefits covered or 
contemplated by the document. 

Q. 95. Wo would ])refer a more general extension of the entertainment 
tax, which to a groat extent is optional, rather than an increase in the 
older taxes, which would add to the burden of tax-payors in general. Rent 
may he defined as the proprietor’s gain out of the produce of his property. 
The tax is a levy by the State or a corporation for the purpose of revenues 
required by such body. the Indian land revenue is a tax fir.stly, hcc.auso 
landed property is of the nature of a private property of the individual, and 
secondly because the land revenue does not represent the net gain out of the 
produce. ^ 

Q. 97. — The prosperity of the cultivator, especially in India is affected by 
the land tax, in view of the fact that agricultural methods remain on 
primitive basis. The State has practically done nothing to' improve agi'i- 
eulture on the linos on which other advanced countries Imvc improved their 
agriculture by the use of scientific ways and means to develop water-iiower, 
fertility of land and the use of agricultural •machinery and implements. 

Q. 105. — ’J’ho question ol further taxation on minerals should he 
decided on economic, grounds rather than revenue considerations. 

Q. lOG. — («) With respect to taxes for the national or onerous services, 
ability to pay might ho considered as a criterion if the expenditure of the 
State is in roasonahlo proportion to tlu> aggregate interests protected by 
such St.ato, and if, .ns it is in India, the inability of the many causes the 
hui'den on the lew dis])roportionately heavy. In India ijulividual ability fo 
l)ay has yet 1o ho oncotii'agod, juid as regards taxes on induslriiil production 
like the cotton excise, tlu'i-o are many more grounds to he considered than 
mere ability to pay 

(5) For ‘local or houeficial’ .■services Ihe measure of the henofits is a 
good criterion for the levy. 

_Q. 107. — No further powers to tax are necessary, noi- should any 
sjiecified levy ho made imperative. 

Q. 112. — It doi)ends very much upon local conditio7is as to whether and 
to what extent it is i)roj)cr to tax the o'wncr or the occui)ior of houses and 
lands. In important and growing cities whore houses and lands ai’o .in an 
over-increasing demand, the owner does become able to .shift the major 
part or oven the whole of the burden on the occupier. _ (It would' ho_ unjust 
to tax owners for houses oi- lauds remaining* unoccupied, thus making the 
latter an item of expcndiUirc without any returii by way of revenue or 
rent. It certainly becomes difficidt of administration to tax Uie owner to 
the extent of the value received by occupation either by himself or the 
tenant as well as to give the exact benefit to the occupier of any protection 
that may ho meant to ho given to the occupier for a iiarticular use to he 
made of such property. The extent of actual burden on the owner or the 
occupier vai'ies according- as the leases are long, and permanent or short and 
temporary.) 

Q. 113. — It is safer to place limitations to chock arbitrary valuations 
of rentals as well as the rate. The.se limitations induce gi-eater attention 
towards economising expenditure and cause le.ss annoyance to the tax-payers 
and retain an element of certainty even to the owners and occupiei-s to 
enable them to adjust the burden equitably. In case of emergency a special 
temporary levy may he made and cai'inarked for the purjmse. -As regards a 
probable recourse to uneconomic taxes in the alternative, it- would he at 
least as a last resort after full -efforts having been made to further economise 
the expenditure, and as such it is safer than the exercise of unlimited 
power, which too may I'esult in increasing the taxes beyond the economic 
level. 

Q. 114. — In Ahmedahad the house tax is substituted by wh.at is known 
as water-rate, .This consi.sts of two parts: (1) compulsory and (2) connection 
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fees. Compulsory tax is ievied on all tenements within 75 yards of municipal 
water piijo and 500 yards of the -municipal hydrant. In addition to this 
compulsory tax, a similar percentage is charged as connection fee from all 
tenements having water connections. The water-rate for industrial purposes 
in Alimedahad is abnormally high on account of its being raised five times 
over the rate ruling in 1921. Industrial concerns should have special 
concessions in such matters. The water tax is not a tax for service rendered 
by the supply of water, which is a distinct one known as connection fee. 

Q. 115. — It is better to adopt a policy of rating the land on its 
undeveloped value and of exemption of improvements. 

Q. 116. — ^We are quite opposed to any of these taxes in view of the 
backward condition of industrial progress in India, as compared with other 
advanced ^countries. On the contrary, special facilities and concessions 
should be granted to Indian- industries with a view to make them flourishing 
when foreign countries are taking away from India largo quantities of 
raw materials and are sending them back to India after manufacturing 
them and thus derive handsome profits at the cost of indigenous industries 
alreadj^ established and the starting of new industries. 

Q. 117. — Grants-in-aid by Government are necessary, but it is better to 
have such grants earmarked for particular forms of expenditure, especially 
those relating to the improvement of the people. Such grants ought to be 
based on the expenditure made or estimated. 

Q. 118. — There is a sufficient stimulus in India to ensure efficiency of 
services as education, sanitation, etc., and this stimulus is again developing 
wioii the advance of such services. 

, Q. 119. — ^It is true to say that India is already over-taxed and that there 
are certain taxes like cotton excise levied in India which no good Government 
would levy, as it is to say that there are certain taxes levied in other 
countries and not yet tried in India. In case of reduction under other 
heads, we would suggest new taxes or additional rates on the following ; 
advertisements, betting, entertainments, tobacco, imported articles of 
luxuries including cotton fabrics of fine counts; protective duty on imported 
cloth (at least 15 per cent) and export duty on jute, shellac, hides and 
skins. 

Any of the above taxes would be more justifiable than the cotton excise 
from the point of view of incidence as neb as economical development. 

Q. 121. — ^W^ith a large number of people, tobacco has become quite a 
necessary of life. However, a tax on tobacco is not objectionable from a 
fiscal point of view and it -is certainly more desirable than the salt tax. 
In the event of some form of tax being devised on Indian tobacco on its 
manufacture, the customs duty on the imported material or manufactures 
should also be increased, especially as the latter are a greater luxury and 
more indulged in by the richer classes. 

Q. 137. — In view of the peculiarly complex social life and customs of 
Indians as well as .special economic conditions of India and the consequent 
inequitous burden of taxation, and also in view of the Indian States being 
free to follow their own fiscal policy, it is highly objectionable to consider 
duties on inheritance or succession as new and desirable sources of taxation. 
The people of India are by tradition and heredity bred up to attach a 
religious sanctity to the custom of the community and continuance of 
lineage, and these customs again are of varying types among the various 
castes and creeds. Under these customs, obligations of the family and 
community people have to spend heavily on the various ceremonials relating 
to births, marriages and deaths in the family. This expenditure does not *• 
depend upon the free will or pecuniary conditions of the famil 3 ' or survivors, 
•i)Ut it is obligatory. 

Under Hindu Law, members of a familj' become owners b 5 ' birth rather 
than heirs bj' succession. Besides, _sons have to perform funeral obligations 
and paj' familj’ debts even without an inheritance, as shown bj' Sir -Tames 
Stephen (vide Q. 14.3); the survivors are financially weakened instead _ of 
acquiring any additional sti'ength bj’^ the death of the bread-earning 
member of the family. 

The economical condition is such that the policy ought to be of 
stimulating the desire of the people to increase their saving, and this 
purpose would be defeated if burdens are increasing in such a way as vo 

VI-63 
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tax the savings of the faniilj'. From a fiscal point of view, a large numher 
of the peoi>le being almost indigent, the few that can hoar are already over- 
taxed, succession duties will only aggravate this inequity. 

In the absence of an inheritance tax in the Indian States, such duties 
might also tend to induce the shifting away of property into Indian States. 

Q. 138. — If at all tlie duties are found necessary, they should l)e on 
the amount inherited varying with the degree of remoteness in rclationshii): 

Q. 139. — The rates of duty must bo (1) at unchanging rates and »-) 
covering the whole of the economic community. 

As regards collection, the levy must he regarded as the provincial 
head. 

Q. 143. — We agree with Sir James Stephen in the statement “that a 
succession duty in India would oi)orate most inequitably as, under the sptem 
of joint family and joint ownership in the family property, the demise of 
the head of the family in ino.st instances would be an occasion not of 
additional strength to the survivors hut rather of wealcnc.ss, owing to the 
earning member of tlio famify being cut off and the consequent difficulty 
of making the property pay.’’ 

Q. ] 44 . — will not be practicable to enforce a probate or .succe.ssion 
certificate regarding movable property, and this method would load either to 
unsettling of customs and to inconvenience and even to evasions. 

Q. 147. — It is desirable to keep the Federal and Provincial Governments 
financially indoi)endent, i.c., to say they .should have independent sources 
of revenue, taking care that the sources of direct taxation like the inooiiie- 
tax should remain with the Provincial Government in order to secure a 
working basis for the division; a combination of (3), (4) and (5) is profcvable 
to the suggested combination of (2), (3) and (4). 

148. — The danger of an uncertain customs revenue causing embarras- 
sing surplus or deficit does not seem probable — in India at least — 
in the near future. ('I’he imports of India are so various and jf 
such largo value and the country is .so backward industrially that temporary 
trade fluctuations are not likely to cause any embarrassing situation.) 

Q. 149. — The present division of sources is not equitable, and acts 
adversely on the conimorciai and industrial provinces. Just ns the proceeds 
of direct taxation in an industrial province are large, the needs of the 
province are also greater in view of the advaiiced conditions. A provinco 
contributing more to the income-tax might also expect a larger .share of 
expenditure in nation-building and industrial activities, and as such the 
proper course is that the province should retain to itself its contribiition 
to direct tax giving. If necessary, a fixed amount or percentage be given 
to the Central Government. ’I'ho hleston Settlement has operated very 
inequitably in the case of the Bombay Presidency, which contributes .six 
crores towards income-tax only against its provincial revenue of about 
15 crores. IMy Committee would urge an exhaustive re-examination of the 
basic principles of the Meston Settlement with a view to remove the injustice 
so bittei'ly complained of by Provincial Governments. 

Q. 150. — A more satisfactory distribution can be ariuved at bj' adopting 
a .system of division of the yield or of fixed payments from Provincial 
to Central Government or vice versa out of particular taxes. 

Q. 151. — It is desirable that the land revenue must continue to ho .a 
provincial source of revenue. 

Q. 152. — Taxes on exports and imports affect the whole countrj’, and 
as such they are national in character. 

,Q. 153. It is not justifiable to allot to a iiarticular province the export 
duties on a particular material, simply' because the material happens to be 
the produce of that particular province. 

Qs. 154 and 155. The question of excise or of tobacco is not on a line 
V ith that of exports. As a principle, it is not desirable to adopt the policy' 
ct a basic levy by the Central Government subject to a right of Local 
Uoyernments to add provincial rates to such levy. The better arrangement 

•? lo the provinces to^ fix a rate which may' seem proiier in view 

0 Its special cond.tions. As, howe'ver, these taxes' are not on necessaries. 

^ ™ may' be adopted 'suitably to revenue needs of the Central and 

1 lovincial Government. 
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0 156.— Direct taxc& like the income-tax and succession duties must 
be levied' at uniform rates, though transfer of husmess depends more on the 
economic conditions of a locality than on rates of income-tax. Liie case ot 
succession duties is different inasmuch as they are duties on the savings or 
individuals rather than the earnings of a business^ and it ^vm^ld be easier 
to transfer private proi^orty than to change place of business. The argument- 
of transfers of business on account of vai'ying rate loses force, when we 
consider that even under central coiiti'ol the difficulty remains the same on 
account of the Indian States, with the result the taxes do not cover the 
whole of an economic community. As such, there is no siiecial reason why 
a division of proceeds should be considered impracticable. It is both just 
and economical that the province shoiild retain its direct taxes, because the 
people have a right to see that the contribution from their earnings should 
lie utilized more for their benefit and the benefit of the industries or 
iiusiness which make the contributions what they are. A correct basis of 
division would be that the provinces maj' contribute a fixed amount from, or 
percentage of, the total revenues they collect and this ’ will neither be 
difficult nor unjust if the administrative rules and rates be made of uniform 
application in all provinces. 

Q. 157. — ^Regarding stamp duties, they must remain a provincial head, 
though in case of stamps on business transactions, bills, etc., thej' should be 
made uniform for all provinces. 

0. 160. — The local liodies should rely on the fees and cess on lands, etc., 
as at present. No rate should be added to a general direct tax for local 
purposes, inasmuch as these exti-a rates tend to be iiermanent. (Additional 
facilities of revenue slacken the efforts for economizing expenditure. In case 
of need a tempera rj- special levy may be made and earmarked for the 
particular need.) 

Q. 162. — The principle that the various Governments should not tax the 
property or transaction of one another ought to hold good as between units 
or Governments having fiscal nutononiy. (As between Local and Provincial 
Governments this principle cannot be sti'ictl 3 ’ applied.) 

Q. 163. — In services like posts, telegraphs, etc., Government undertakings 
with the attendant power of taxation are not objectionable, provided the 
expenditure for such services is strictly economical, and the charges do not 
tend to. he so high as to be prohibitive to poorer classes. There may be 
Government undertaking with respect to railwaj’s also subject to the proviso 
mentioned above. A Government undertaking in steamship service is also 
desirable at least for the time being. 

Q. 164. — Ulonopolies by Government of life insurances may be found 
difficult at this stage, but it does not seem objectionable if Government 
undertake the business and may be of benefit to the poor. • 

^ Q. 165. — As a iirinciplo, it is not desirable for Government to monopolise 
manufacture of an article, but looking to the condition of India it might bo 
advantageous economically as well as financial!}' if Government might start 
b}’ monopolj' a useful industiy like the shipbuilding or manufacture of those 
raw materials which are re-imported as finished goods. 

_ Q. 167. — ^Answer to this question is covered in answer to the Q. 156. 
It is not necessaiy that there should be a central control of the process of 
assessment. However, if in anj' case the income-tax is to be centrally 
controlled for administrative convenience and efficiency, it is imperative 
that the Central Government should remit a voiy large portion to the 
province out of the proceeds from that jirovinco. 

Q. 171. — The case of India— is different from other democratic Govern- 
ments. It maj' have bcen_ found expedient in other democratic countries to 
keep the collecting officer independent of popular control or electorates, and 
people maj' not resent such independence if the.y have a general control 
over expenditure, revenues as well as over the administrative rules and laws. 


Written memorandtun of the Bombay Agriciilturai Graduates’ 

, Association, Poona. 

Q. 1. — In order to get more reliable information with regard to areas 
under different crops, our Association suggests that the estimate of crops 
should be made 'at least once in ten j'ears by actual personal survey of 
the fields in evorj' survej' number, bj' special partj' of officers, if necessaiy. 
The system follc.wed in Bombaj* and Bladras, etc., i.o., of supplying figures by 
the village officers is much liotter than that followed in the Punjab or Burma. 
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'I'ho probCiiL normal outturn figurob availaljlo arc not satihfacLory, and 
hence wo propose that the figures for the normal outturn should he arrived 
at by actually making new crop-icsts on twelve-anna land in diffoient 
tracts of each district. The revenue-grouping of village.', may ho adopted 
for crop-tests. An average of ten years may be taken as the normal and 
it should bo checked every ten years. (The crop-tests should bo conducted 
on the average farmer’s land.) 

The anna estimates of crops arc not under-estimates as far as Bombay 
is concerned. In the case of some crops like sugarcane, the figures foi- 
export from railway stations together with an estimate of local consump- 
tion may give the figures for the total outturns 

The live-stock figures are fairly reliable as far as Bombay is con- 
cerned. 

Our Assoeiafion suggests that the Bcvcniic, Co-operative and Agricuiturai 
Departments .should work together and arrive at the basic estimates of 
diflerent crops in each district every year by taking into account the condi 
tions of the seasons. 

Q. 3. — Some idea of the agricultural incomes may be obtained 'from 
the proportions of the Government assc.ssment to the total income, provid- 
ed the proportions are carefully exaiiiincd in different tracts of the coinitry 

Q. 9.— 

1. Agricultural population.- - 

(1) Absentee landlords. 

(2) Peasant proprictois. 

(3) Tenant farmers. 

2. Wage earners. — 

(1) Agricultural labourers. 

(2) Industrial labourers. 

(3) Artisans. 

(4) Clerks, etc. 

3. Profe.ssional men. — 

(1) Pleaders. 

(2) Medical praciitioncrs. etc. 

4. Capitalists. 

5. Traders. 

Q. 13. — Every commercial or .semi-commercial undertaking must be 
considered separately on its own merits. In the case of monoijoly profit 
the element of tax will appear. 

Q. 14. — There is an element t)f tax in all the concerns mentioned, 
except probably (b) the tramways, as most of these are run by Govern- 
ment or the Companies are given the yionopolios. 

Q. 15. — The present charge for water supplied for irrigation in the 
Deccan is the maximum that can bo borne by the agi-icultural industry. 
The charge should vary according to the circumstances taking into account 
the economic condition of tne pooi>le. 

Q. 16. — ^M^heu land is newly brought under irrigation or guaranteed 
supply of water for the first time, the Btase should take a portion in 
the shape of betterment ta.x on the increased value ol land, but when- 
ever land is spoiled by the advent of irrigation, the Government should 
give full comijensations to the owners of such land. We agree to the 
betterment tax on condition that the money obtained 1)3’ this -tax should 
be utilized towards further extension of irrigation. At present, it has 
been found that when new canals are opened, the natural increase in 
the price of land induced the poor fai'inors to sell their lands to capita- 
lists who are usuaby absentee landloi-ds , the farmers thus become only 
landless labourers. Under these conditions, our Associations insist on the 
Government to make some legislation to prevent transfer of land for 
a period of, sa3’, 20 to 25 3’ears in such newl3’ develo])ed areas. 'The culti- 
vators may, however, be allowed to lease out their lands during that period. 
They should also be edticated 1)5’ intensive propaganda and su])plied a 
cheap capital 1)3’ co-opei-ative or land-banks, to enable them to take up 
intensive farming on their omi account. 



Q. 17. — ill the Deccan there are no siiecial tenancy laws,, ivhence some 
additional facilities are made available at the expense of landowuerSj more 
rent is collected and ivillingly given by the tenants. 

Q. 19. — The rural areas should be given generous grants from the 
general fund of the Government and they should be taxed at lower rates 
for the exjienditure on the needs of the iiarticnlar localities lilre’sani- 
tatioiij wafcer-sujiiilyj hospitals, etc., as comiiared with the urban areas. 

Q. 21. — ^Indirect taxation need not be regarded as voluntary and should 
not be excluded from consideration in estimating the burden upon the 
tax-payers. 

Q. 23, — Ordinary tobacco (not cured) is a harmless luxury of the 
agriculturists and should not be taxed, whereas intoxicating liquors being 
harmful should be taxed heavilj' so as to make its use prohibitive. 

Q. 24. — The charge on entertainments being restricted to urban areas 
may 'be allowed to remain as it is voluntary, while a tax on third-class 
railway tickets cannot be regarded as justifiable. 

Q. 27. — Every member of the community need not pay a tax of 
some sort. But every one who can afford to pay must be made to pay. 

Q. 29, — It is immaterial whether the taxation is direct or indirect; what- 
ever is practicable and convenient should be adopted. Peoi^le do not feel 
indirect ' taxation as severelj’ as direct taxation. 

Q. 33. — If new taxation is necessarj' %ve would propose to bring down 
the income-tax limit to Rs. fiOO per annum. We propose the following 
rates on the varying incomes; — 

From Rs. 600 to Rs. 1,199 at 1 pie per rupee. 

From Rs. 1,200 to Rs. 1,999 at 3 pies per rupee. 

For incomes higher than Rs. 2,000, the present rates may continue, 
and for the very large incomes even the super-tax may continue as at 
present. , 

Q. 34. — The present scheme or graduation is satisfactory. 

Q. 38. — No, we are not in favour of removal of exemption of incomes 
derived from agriculture.' Neither we would make any distinction bet- 
ween vthe income of actual farmers and income of the absentee land- 
lords. 

> Q. 39. — ^IVe do not agree with the statement of Shah and Khainbata. 
In most parts of the Bombaj’ Presidencj^ (Sind excepted) we have small 
peasant proprietors whose incomes are verj' limited. 

Q. 41. — Some uniform system of^ keeping accounts may be fixed for 
businessmen, but the cultivators are illiterate, and the business of agri- 
culture is such that it is hard to expect the Indian famiei's to keep any 
accounts. 

(). 44. — Yes. 

Q. 46. — Incomes derived from outside India should he taxed if the 
holder of such incomes is enjoying the benefits of Indian Government. 

Q. 50. — 'We agree to apply the principle of progressive taxation to 
indirect taxes on luxuries. 

Q. 51. — ^We accept the statement of policy in respect of salt tax given 
in the extract, provided some limit is fixed, beyond which no increase in 
the rate is allowed. 

Q. 52. — ^Yes, we agree. 

Q. 53. — ^The Indian rate is a bit high. 

Q. 55. — The Government may manufacture the salt on a large scale, 
but potty manufacturers should not be prevented from manufacturing 
salts if they can compete with the Government. 

Q..56. — ^Import duties should certainly bo levied on salt to enable India 
•to be self-supiiorting in .this resjiect. Government railways should give 
special facilities by cheaper rates of transport of salt to Bengal from other 
provinces. 

Q. 58. — All sales should be made by weight. 
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Q. 60. — Yes. A mothocl of clenaiuration of salt for duty-free sui)piy 
for agricultural purposes has already, hoen successfully adopted in the Jiom- 
bay Presidencj’. Denaturating materials used in Bombay are given in 
leaflet of the Bombay Agricultural Department. 

Q. 61. — ^\Vc advocate rhe policy of total prohiijition both in the inter- 
est oT the agriculturists as u’oll as for the sake of efficiency of the busi- 
ness of agriculture. 

Q. 62. — First, an attempt should bo made to cut down expenditure 
by reducing the pay of higher services, and if possible, the military ex- 
penditure. If still there is any deficit, then the suggestions made by the 
Bombay Excise Committee may bo jireferred to others. 

Q. 93. — The registration fees should bo only sufficient to pay for the 
cost of registi’ation staff including pensions, capital cost of buildings, 
etc. 

Q. 96. — A tax is a levy paid to the Government for general State 
purposes without a dij-ect return to the ta.x-paycr, while rent is the levy 
for direct use of good.s or property, the ownersliip of which vests in anothei 
individual by common law of the society, fl'he Indian land revenue which 
goes to Government is really a tax, as land is a free gift of nature, just 
as air and water, and becomes the jiroperty of those jiersons who used 
it first. 

Bent implies ownership, whicli means certain responsibility on the 
owner, improvement of land, prevention of deterioration, prevention of 
fragmentation. But none of these duties are performed by the Government, 
and lienee the land revenue cannot he looked upon as rent. 

Q. 97. — The prosperity of the cultivator may not bo appreciably im- 
proved by remission of the land tax, though there would ho some cumulativo 
effect on his general economic condition. In the years of scarcity the 
payment of land tax certainly contributes very largely to aggravate his 
condition. Other causes which influence the prosperity of the cultivators 
are : — 

(1) Small and scattered holdings. 

(2) Over-burden or congestion on land. 

(3) Absence of secondary industries to give him employment during 

spare time and thus give him necessary additional iucomo. 

(4) lllitorac 5 '. * 

(5) Social evils. 

(6) Inadequate supply of capital at reasonable rates of interest. 

(7) Unfavourable seasons. 

(8) Absence of irrigation facilities, etc. 

Q. 99. — The inequality may bo reduced by taking into account the cost 
'of production along Avith the prices of goods produced. 

Q. 100. It is desirable to exempt peasants' Avith Ioav incomes — below 
the subsistence level — from land tax, but this may not bo practicable in 
the Bombay Presidencj'. 

Q. 101. — No tax be imposed on mutations, ns it Avon’t check fractioni- 
sation. 

Q. 102. — Noav Avaste lands may ho given for cultiAuition under ordinary 
rules. CTho comparison of natural resources Avith Avaste lauds under irri- 
gation is not fair.) 

Q. 104. — The method of comparing the percentage borne bj' land revenue 
to gross or net produce Avill bo the most _ accurate method of arriving at 
the incidence of taxation. With this might bo combined the method 
under (1). 

Q. 106.— Yes. 

Q. 117. — The granl.s-in-aid should be giA'on in general aid of local 
finance they should not be earmarked for particular forms of expenditure. 
A general condition might hoAvever be imposed that a certain minimum 
standard of welfare, such as education, sanitation, etc., should bo main- 
tained. Population may bo one of the items on AA’hich the grants may 
bo based. 

Q. 118. — It Avould be desirable to liaA'e the general supervision and 
check of some competent popular bodj’ at least in the beginning for some 
years in backAvard areas. 
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Q. 121 . — Only innmifacturod tobacco from oiUsido should be faxed. 

Q. 122.~Wo don’t advocate IcvyiiiR a lax on tobacco ns it would un- 
necessarily interfere witii llio growing and selling of the crop. 

Q. 123. — Kot practicable. 

Q. 135. — YeSj the imposition of an oxciso duty will handicap the Indian 
industry. The import duty on manufactured tobacco is prcferablo. 

Q. 137. — ^^'es, but in the case of agricultural estates, all fully nsse.s.sed 
lands should be exempted from succession duties. 


V/xittea ntenioi’anditm of the Karachi Chamher of Commerce. 

Q. 13. — It depends on tbc nature of tlie undertaking and the reasons 
which caused Government to enter into it, hecause, in the Committee’s 
opinion, it is not ordinarily the function of Government to engage in com- 
mercial or semi-commercial undertakings at all. Taking, however, one well- 
recognised example of Government commercial activity, namely, railways, 
the endeavour should ho to secure onlj- such net returiis ns will attract 
the nocessarj’ capital. The eienieiifc of tax would aj^pear in eveiy en.se of 
Govornment commej'cial undertaking by i-eason of the generally accepted 
fact that Government cannot handle commercial business as economically 
as can private enterprise. This is not to say that, in such a case as a strate- 
gical -railway, Govornment shorild not undertake it, hecause in such n case 
the element of tax cannot ho objected to, owing to national considerations, 

Q. 18.— Yes. 

Q. 23. — Only partially. The use of tobacco is now so universal it can 
hardly bo considered a luxury. 

• 

Q. 24. — ^I'hero is already a tax on entertainments in Karachi, It. is 
not particularly ohjectipnahle if the amount is not increased, and the cost 
of collection is such as'lo make the revenue derived worth while. Consider 
a tax on railway tickets would be objectionable. 

Q. 27. — As far as possible, consistent witli the expense of collection, 
everyone should contributo to the revenue. 

Q. 28.— Yes. 

Q. 29. — The very poor cannot be taxed direct as the cost would ho 
prohibitive. In such cases the taxation should he indirect. 

Q. 30. — ^Do not favour a poll tax. 

Q. 31. — ^Have no experience of (1), (2) and (3); consider (4) ohjoctionahlo 
generally, hut might ho practicable in certain classes as in England, o.g., 
licensed auctioneers and .sellers of intoxicants and drugs. 

Q. 32. — Consider the salt tax, so long ns incidence is reasonable, most 
suitable to apply to loner classes. Excise duties on cotton goods, kerosene 
and matches are less suitable than salt, hut if reasonable in incidence not 
speciallj’ ohjeetionahlo. 

Q. 33. — Do not favour increase of income-tax if it can possibly ho 
avoided. 

Q. 34. — Consider a fixed rate, as in England, preferable to a gr.adnatod 
one as in India, mainly with a view to prevent the present tendency to 
evade paying on actual income by sotting up bogus partnerships, etc. 

Q. 35. — No. Higher rates of income-tax on unearned incomes hit 
widows and orplmns, and discourage investment in industrial concorn.s which 
require ratlier to ho fostered and encouraged. 

Q. 37. — Super-tax as at presetit applied to limited liability concerns, 
is most unfair on the stnall investor. Snper-tax should bo an individual 
tax, and as far as limited liability companies are concerned, should onb' 
apply to undivided profits. 

Q. 38. — Consider it would not bo unreasonable to ta.x nef income of a 
Tanner who does not paj' land tax. 

■ Q. 40. — The limit of exemption .should ho ns low as possible consistent 
with the cost of collection. 
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■ Q. 42. — ^Do not think it would he possible to have a standardised 
system of accounts in India. 

Q. 43. — Do not favour publishing in newspapers or making returns 
public. Fear unofficial assessors impracticable in India. Serious offenders 
might be pilloried in newspapers. 

Q. 44. — ^No, because it is the 'rich holder’ whom it is chiefly necessary 
to attract. 

Q. 45. — See no serious objection to recovering tax on bearer bonds by 
a stamp duty on coupons, so far as residents in India are concerned, but 
it might interfere with flow of capital from outside India. i 

Q. 46. — ^Yes. 

Q. 47. — A three years’ average would bo fairer, hut fear too compli- 
cated for India. 

Q.- 48. — Generally agree. 

Q. 49. — ^If further revenue he required to i-cpl ace other sources abolished, 
some of these articles might ho considered. Sporting cartridges, chewing 
gum, perfumer.v, ijWj’ing cards, iilcasure vessels, sugar and .sweets seem 
the most .suitable, but aro against excise duties if they can be avoided. 

Q. 50. — A higher tax on better grade whiske.ys or tobacco would pro- 
bablj" lead to lower grades being substituted (as in the case of wines and 
cigars in England some .years ago). The revenue as avoII as the consuiner 
would consequently suffer. We consider the trouble and expense of gi'Uding 
indirect taxation would bo out of proportion to the advantage to be obtained. 

Q. 51.— Yes. 

Q. 52.— Yes. 

Q. 53. — Consider the higher duty imposed in India a few years ago 
and since repealed would have caused no real hardship, and the outcr.y 
was purely political and not economic. Any hardship arose from profiteer- 
ing retailers increasing their price far in excess of the increased tax. 

Q. 55.— Yes. 

Q. 63. — Agree generally. 

Q. 68.— No. 

Q. 78. — In principle a revenue tariff should be so arranged as to 
combine simplicity of application Avith the spreading of the burden as widely 
as possible over those best able to bear it. 

Q. 79. — We should saj' they all liaA^e and that the existing import tariff, 
taken as a whole, is a heaA'’y burden on the trade of the country. 

Q. 80. — ^Y’’e should say ‘not’. 

Q. 82. — ^We should say ‘nov . 

Q. 84.— Yes. 

Q. 85.— No. 

Q. 86.— (a) No. There are insufficient water iiolico at Karachi, consider- 
ing the unique opportunities which exist here for smuggling. A fast patrol 
of motor boats is -badly needed, (b) ’We have no information, (c) No, 
so far as the land frontiers of Kathiawar States are concerned. We knoAv 
that matches, on Avhich the import duty is 100 per cent ad valorem enter the 
above States at a very Ioav duty and pass the land frontiers into British 
India to the loss of Indian revenue. Additional controls on trade routes bet- 
ween the aboA’^e States and British Indian territory Avould seem necessary'. 

Q. 87.— We prefer to ansAver this in negative fashion and to sa.y that, 
in our opinion, no taxes should, in any' case, bo placed on the folloAving 
over and aboA'e existing taxes ; — 

- Banking transactions. 

Commercial or industrial transactions. 

Insurance. , 

Railway travelling. 

Telegrams and telephones. 

Transport. 
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Q. 88.— No. 

Q. 89. — No premium should he placed on the uhility of all to obtain 
justice, but if practicable, a tax which would tend to reduce the amount 
of unnecessarj’ litigation would be sound. 

Q. 90. — ^Agree with Hobson, but revenue must be got somehow. 

Q. 93. — The fees levied should only be sufficient to meet costs. 

Q. 95. — Entertainment tax appeal's no more objectionable than many 
others, but it must not be excessive, and then the question arises as to 
whether, at the cost of collection, the revenue derived is worth while. 

Q. 102. — No, as colonisation must be encouraged. 

Q. 105. — No,' as it is desirable to encourage rather than discourage such 
enterprise as additional special taxes would tend to do. 

Q. 109. — ^We see no alternative to such a tax as trade passing through 
the city must contribute its quota towards the facilities provided. 

Q. 113. — Certainly think the amounts imposed by local authorities should 
be limited. 

Q. 118. — Doubtful — speaking generally^. 

. Q. 119. — Income-tax is already a “tax on business profits” ; do not 
advocate any of the others suggested. 

Q. 120.-^(i) is the ideal, but the cost of collection on small incomes 
would wipe out the benefit. 

(ii) There 's alieady a tax on succession, houses, motor cars, vehicles 
and horses ; do not favour increasing these, nor the others suggested. 

(iii) No. Dowries themselves are already a heavy burden, and by 

taxing, would merely put the poorer people further in the clutches of the 
money-lender. If by taxing dowries tlie system could be broken, it would 
bo a good thing, but fear the idea is too deeply rooted in native customs 
to be eradicated. ’ 

(iv) Can’t decide about income-tax on agricultural incomes — not conver- 
sant imth the subject. 

Do not favour tax on advertisement. 

Death duties are already in fox'ce. 

No objection to tax patent medicines if amount of revenue likely to 
be derived be worth while. 

Race horses might be quite suitable for taxation, if worth while. 

Motor-cars are already excessively taxed by import duties and suffi- 
ciently taxed by local rates. 

House duty already imposed locally. 

Increment value qiiite suitable as long as judiciously imposed. Tendency 
however to deter owners from improving their property. Wliere the value 
of property is increased by public improvements or circumstances, apart 
from owner’s efforts, quite a suitable form of taxation. 

(v) No experience of i)roba.ble effect of export duty on jute or 
monopoly of .shellac. 

Export duty on hides and skins was a failure. 

Doubt if “one rupee” on marriage parlies would be worth collecting. 

Are on principle opposed to all export duties. 

(vi) Pear this proposal is unworkable. Probably, the collection of 
land revenue is the cheaper and simpler. 

Q. 121.— Yes. 

Q. 122. — ^Do not favour a State monopoly on tobacco as it would probably 
lead to an inferior article being put on the market as in France. If a 
tax were imposed, consider 5th most suitable scheme, but even it might lead 
to smuggling from Indian States. 

Q. 132. — Customs duties are very high. Rates would have to be con- 
sidered in light of remarks under Q. 50. 

Q. 133. — Consider specific duties the less objectionable. 

Q. 135. — ^Present dutj' on imported tobacco is ah'eady excessive. 

Q. 137. — Death duties are already in existence here. They are ob- 
jectioi).able as being deterrent to thrift. 

VI-61 
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Q. 138. — All three alternative.^ have i^oinhs in their favonr. 

Q. 156. — ^Accept reasoning in fir.st .sentence. 

Q. 157. — Stamp duties .should ho uiiiforjn. 

'■Q. 160. — Local bodies should not have any power to increase income- 
tax or to impose profession tax generally. 

Q. 163. — State enterprise is suitable for posts, telegraphs and irriga- 
tion and possibly drainage, the latter more for local bodies. Local bodies 
.should xindertake drainage, -water-.supplj’ ; but gas, electric power lighting 
and local telephones are probably more suitable for private enterpri.se. 

Q. 164. — No, because there is no necessity, and as regai'ds insurance 
it is most undesirable. 

Q. 165. — We are against all State monopolies whore they can be avoided, 
but recognise that they may bo necessary, (a) as a special form of taxation, 
or (b) for national purposes, such as munitions. As regards tlio articles 
in Aniiexure R, perhaps wo need go no further than to say that we approve 
of State monopoly of those articles already so treated in India, viz., salt and 
explosives. 

Q. 166.— No. 

Q. 167. — Certainl}', as regai-ds income-tax. 

Q. 171. — Taxation officers should certainly not bo doi)endent for ai^point- 
mont or continuation of employment on elected bodies.. They should bo 
quite independent of all political or partj’ control in this respect. 


Written memorandum of Rao Bahadur Venkatesli Shriuivas Uaifc, 
Ranehenirur, District Dhaiwar, Bombay. 

Q. 6. — Yes. e " 

Q. 10. — In this Pi'csidency revenue from the sale of waste lands or. 
trees and revenue from penalties are usually included under land levcnue. 
Although _ they form a revenue derived from land they do not fall under 
the definition of tax, and as such they .should not be considered as land 
tax. 

Q. 12.-1 do not think that revenue from forests should fall within 
the definition of a tax. 

Q. 13. — In the case of commercial undertakings by Government whei'e 
improvement of land and the productive quality is concerned, I think 
the policy of Government should be to secure a bare return on the capi- 
tal invested. As for indu.strial concerns, small interest nia.y bo sought. 
In no case, however, in my humble opinion, monopoly profit should be 
attempted to be secured. As in such cases there is a barter from Govern- 
ment for the money received, 1 do not think the element of tax appears 
anywhere. 

Q. 14. — ^In the case of (a) railways, (b) tramways': (c) posts and tele- 
graplis, and (e) cinchona, the extra profit which the State gets from 
running these concerns is taxation to the country. In the case 
of profits or coinage or exchange, I think the element of 
taxation fully exists. In coinage all the profits the Government derive 
above the actual expenditure (which they incur in coining) _ should’ be 
considered tax; as regards exchange I think it is wholly taxation. 

Q. 15. — The charge for water supplied for irrigation is adequate. 'In 
some cases it is fixed on the crop grown; in others it is consolidated 
with the land revenue — ^irrespective of the crop grown or the use of water. 

(1) I would advocate the levy of water-rate to cover moderate rate 
of interest for the capital invested for irrigational works. 

(2) I would not advocate the levy of charge on commercial profit, 
as the irrigation works 'are constructed out of people’s money and 
guaranteed b.y the iieople themselves. 

(3) In small irrigation works, consolidated assessment irrc.sp.ictive of 
the crop grown may be levied. 

• (4) 1 am not for the levying of water charge on the volume of 
water consumed, as it would be difficult to ascertain the quantity of 
water consumed. 
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(5) The idea of selling water bj' aiictiou is not, in my opinion, prefer- 
able. 

Q. 16. — I think the State .shoxild -take a moderate portiion of the 
increase in the value of lands due entiz-ely to any new irrigation works 
supplying water for the land in the form of. betterment tax. Such tax 
should be moderate in incidence and should be recovered in the shape of 
betterment tax for a certain number ot yeai-s. 

Q. 18. — ^It is a fact that the dues levied under the Indian Ports 
Act- and the Port Trust and other Acts are payments for services render- 
ed in respect of goods and passengers, and as such they do not come 
Tinder the category of taxes. Put as ultimately it is the consumer from 
whom all the charges are recovered by the . middlemen, such payments in 
my opinion go under the category of indirect taxes. 

Q. 19. — ^I think the taxes imposed solely for expenditure on the needs 
of pai-ticular localities should' be excluded from the general incidence of 
taxation. 

Q. 23. — I quite agree with the principle laid down. 

Q. 24. — 1 would advocate tax on entertainments biit not on railway 
tickets. 

Q. 25. — ^During these days I do not think it is possible to distinguish 
between classes wiio are prohibited bj' religion or custom from taking 
intoxicants, and therefore it is not wise to make any such distinc- 
tion. 

Q. 27. — ^It is desirable that every member of the community should 
pay tax of some sort, its incidence being as low as possible irrespective 
of his ability .to pay. I do not advocate poll tax in this respect. 

Qs. 28 and 29. — Yes, taxation whether direct or indirect is the proper 
accompaniment of representation. 

Q. 30. — I do not approve of the levj of poll-tax. The capitation tax 

as I understand 's the same as poll-tax, and therefore I am against it. 

«< 

Q. 33.— Having regard to the economic condition of India I do not 
think any increase is advisable.' 

Q. 34. — It seems to me to be satisfactory. 

Q. 35. — ^I do not advocate any differentiation between earned income 
and sum shown to have been invested in productive enterprises. 

Q. 36. — 'ii'’ithout inquiry it is not possible to make any allowances 
for the number of persons supported out of particular incomes, and an 
inquiry of this nature is essential before such incomes are assessed. 

Q. 38. — Yes, I am not in favour of the removal of exemptions of 
incomes derived from agricultTire given under Act II of 1886. I do not 
think that any distinction should be drawn between the actual culti- 
vator and the absentee landlord or the money-lender who has become the 
owner through the foreclosure of mortgages. 

_-Q. 39T — ^I do not in the first place advocate the levy of income-tax upon 
agricultural incomes. The land being already sufficiently taxed, any addi- 
tion would be double taxation. In case the agricultural income is to be 
taxed above the subsi.stence znargin, the land revenue on the land should 
be remitted. 

_ Q. 40. — The subsistence level of Es. 2,000 a year is not very high; 
it is not advisable to reduce the level to any extent. In the present days 
of costly living Es. 2,000 are essential for the maintenance of an ordi- 
nary family. 

Q. 41. — ^I entirely agree with the statement that all taxation bears 
heavily upon those .who maintain their accounts honestly. Indiscreet 
and unscrupulous people -who do not hesitate to maintain any kind of false 
accounts escape taxation. The effects of the operation of the Deccan agricultu- 
ral Belief Act upon hone.st money-lenders is a glaring instance in this 
respect. Growth of accountancy profession since the passing of the Indian 
Companies Act and introduction of a more efficient system of income-tax 
control have to a certain extent remedied the evil, but they* are not per- 
fect. The unscrupulous man always escaizes adequate taxation. 
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Q. 42. — Having regard to the illiteracy prevailing in India, it is not 
possible that the average farmer will he able to keep any kind of acconnts 
in however simplified and standardized a form it may be prescribed. We 
could enjoin upon literate traders to do so, but in the case of farmers 
it is impracticable. 

Q. 43. — ^The appointment of non-ofiicial assessors and commissioners 
acts as a check to evasion to a certain extent, lint 1 do not think that 
in every case^ we could got disinterested men to work. The selection of 
such people should be very judiciously' made. 

Q. 44. — In case tax-free sccui-ities are discouraged, the rate of inter- 
est on the loans will have to be increased. With the graduated scale of 
income-tax, the rich_ people investing their surplus amounts in tax-free 
securities to a certain extent' escape full ^xation. But I think in this 
country such cases are very rare and negligible. 

Q. 45. — Bearer securities are to a certain extent advantageous in 
realizing the money invested easily. It is a fact these afford facilities 
for the evasion of income-tax. I think income-tax on them can be easily 
collected by means of stamp or other duties on the coupon. 

Q. 47. — Present arrangements in regard to assessment in previous 
3 'ears’ accounts, with the provision to remit the tax in case it is found 
at the time of assessment that the previous years’ income was less- if 
adopted, are desirable. 

Q. 50. — I do not think that there is any objection to the introduction 
of the graduated scale of taxation based on the superior quality of 
goods. With certain difficulty, such graduation can bo easily brought about. 

Q. 51. — ^Yes. 1 agree with the general policy laid down in fhe American 
publication. In the absence of any general tax, such as poll-tax, salt, 
is most suited to roach universally all classes of people irrespective of 
their ability to pay, but 1 would suggest exemption of salt tax on the 
salt used as manure for agricultural purposes or industrial purposes, 
such as curing fish, tannery, etc. 

Q. 52. — Yes. ' I accept the principle. ' 

Q. 53. — Having regard to the economic condition and earning capa- 
city of India, I think one rupee pei niaund is adeciuatc. 

Q. 54. — I think the system of selling salt by Government at cost price 
is desirable and should bo taken up. 

Q. 55. — If salt could be produced cheaper and purer by a large number of 
petty holdings, ahay should be encouiaged. He far as jjossible the local 
industry of salt manufacture should be encouraged as ' there is much 
scope. The country must bo made to bo solf-dopendont by levying an 
impost on the imported salt. 

Q. 57. — If sifting is meant for the puriioso of increasing traders’ 
profits, it should be prohibited. No sifting should be encouraged unless 
it is necessary for the imrpose of providing commodity in a particular 
locality. 

Qs. 58 and 59. — Yes. 

Q. 60. — ^I think that there are some practical difficulties with regard 
to introducing the French system of denaturing salt. Government should 
in their depots undertake to supply denatured salt for agricultural pur- 
poses. 

Q, 61. — I am rather pessimistic as to the possibility of the total 
prohibition in this country. 

Q. 62. — ^It does not seem to me that total ijrohibition is possible in 
this country in the near future, and I do not agree with the proposal 
by Dr. Mathai to levy a super-tax on land revenue or surcharge on 
income-tax to make up the loss caused by the abelition of excise. I 
also do not agree with all due deference to the conclusions arrived at 
by' the Bombay Excise Committee to the levy of a succession duty, increase 
in local cess transit tax, and terminal tax to make good the loss of 
excise revenue. 

Q. 03 . — Although raising the price of alcohol tends to diminish its 
consumption, ' human nature being what it is, it is likely' poor people 
will spend more of their earnings in purchasing costly liquors than if 
it were available at a moderate cost. 1 accept the principle that distilled 
and malted liquors should bo taxed. 
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Q. 64. — I agree to the pi-inciple of taxing harmful luxuries. In this 
• pi'ovince liquor shops are usually sold by auction giving free hand for 
the farmer to fix the price of the liquor. 1 do not think there is any 
serious defect in the system of selling liquor shops by auction leav- 
ing free scope for the farmer to fix the price 'of the liquor, provided 
the standard quality of the stuff is maintained. 

Q. 66. — I do not think there is a - great increase in illicit produc- 
tion of liquor due to the increased rate of prices of liquor. 

Q. 67. — ^Yes.' 

Q. 68.— Yes. 

Q. 70. — I think tari is sufficiently taxed in this country. 

Q. 72. — The precciiL sj’stcni of supplying is, in my opinion, satisfactory. 

Q. 73. — ^Yes. 

Q. 74. — think it should be uniform all over India. 

Q.. 87. — ^Taxes on ad-'-ertisements. auction sales, betting, futures, enter- 
tainments and luxuries, may be tried. 

Q. 89. — The taxes on judicial proceedings whether under the name 
of stamps or court-fees should be just sufiRcient to bear the cost of run- 
ning judicial courts. No profit or revenue should be rnade out of liti- 
gation, 

Q. 90. — I do not think that the stamp duties on deeds of disposal 
or transfer of properties are levied in restraint of trade. 

Q. 93. — As the Act of Registration affords some stability to 'the tran- 
saction, there is no objection to charge a little higher in the form of 
fees that Avhat would cost Goveimment to maintain the Registration staff 
and capital cost on buildings. 

Q. 95. — I would jorefer entertainment tax being extended. 

Q. 96. — Rent when restricted to agricultural usage is money paid by 
one man to another for the use of the land. It recognizes State land- 
lordism. It admits of enhancing revenue to ruinous levels. Tax is 
monej' paid to Government for services to be rendered to the people. 
Except so far as the cost of administration, the Government according 
to the advocates of this 'theory, have no right to levy more and oust 
the cultivating tenant or landlord from his position. The correct theory 
with regard to Indian land revenue is to recognize private property of 
the tenant. 

Q. 97. — ^^Vhere the cultiA'ator is the owner of the land, his prosperity 
is directly affected l)y the' increased laud tax, but where he remains bare- 
ly the cultivator his prosperity is not affected, because the landlord shall 
be bound to make good the difference in land revenue, whatever it be. 

Q. 98. — I agree' rvith the first tAvo principles * laid doAvn by Adam 
Smith. With regard to (3) I do not think that the present system leads 
to any official tyranny and extortion. It is a fact that the time for 
payment of revenue is inconvenient, but it could be remedied by the 
executive orders of the Commissioner and the Collector. Regarding (4) 
1 am doubtful Avhether as much as 20 iior cent of revenue is spent on 
the collection of land revenue alone. 

Q. 99. — It is a fact that temporary settlements if based upon prevail- 
ing prices AA-hich are liable to fluctuation lead to great inequality. The 
only remedy is permanent settlement or long-term settlements. 

Q. 100. — I do not advocate the levy of iiAcome-tax upon agricultural 
income as there is already a tax, and any addition ' Avould be double 
taxation AA'hich AA'ould contradict the Amry principles of taxation. If at 
all income-tax is contemplated on agricultural incomes, the land tax and 
local cess should entirely be remitted on lands. In the case of agricultu- 
rists it is very difficult to lay a limit on subsistence level. An agri- 
culturist with an establishment of 20 cattle eaiming an income of about 
Rs. 10,000 Avill have to invest large amount in the form of fodder con- 
centrated food for cattle, temporary agricultural labour, and in addition 
to maint'aining his family his subsistence leAml AAmuld considerably inciease 
Rs. 2,000, and therefore a limit cannot be drawn. Generally, big raiyats 
in this part of the country ha\m a large undivided family (in a few 
cases even iq) to 100 members) j Rs. 2,000 as a subsistence level in such 
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cases ^’oxild be ridiculous. It is very difficult to ascertain an agriculturist’s 
income as his produce is received in various forms. If such a tax '’is 
levied and subsistence allowance is granted, the tendency would bo to 
fractionize holdings so as to bring them below the subsistence level to 
secure exemption. 

Q. 101. — ^Yes. A tax on mutations below certain limits should be 
levied.. Government should not recognize fractionization of land below 
its economic holding, and such transactions shoxild not be registei-ed, and 
as far as possible such documents pertaining to sucli transaction should 
not be given weight to in judicial court. 

_Q. 102. — I do not think that waste lands newly brought under culti- 
vation should be taxed to any extent. In case new irrigation schemes 
are undertaken by the State and waste land or cultivated land comes 
under it, a light betterment tax may be levied. 

Q. 103.— As far as I know there is no distinction between the land 
revenue levied within the municipal area under District Municipal Act 
and Land Revenue Code. The onlj' difference is with regard to the 
agency for the collection of laud revenue. As the land revenue ultimately 
goes to the State, it is a matter of no importance as to through whose 
agency the revenue is collected. The assessment is invariably levied by 
the revenue authorities. 

Q. 104. — To arrive at the incidence of land revenue on acreage it would 
bo appropriate to divide tlie land revenue by occupied area. If the inci- 
dence is required per head, the land revenue should be divided by 80 
per cent of the population, as the agricultural population is roughly 
80 per cent in this Presidency'. With regard to other provinces, land 
revenue should be divided by the average percentage of agriculturists resid- 
ing in each province. 

Q. 105. — I ao not think that any' new taxation should be lened upon 
the exploitation of or trade in the minerals or mines. 

Q. 106. — Yes. 

Q. 108. — Generally, octroi or terminal tax, house and land tax and 
land cess are the chief sources of income to the municipalities, and I 
do not think that there are any other taxes’ most suited to all the 
iminicipalities generally. Certain municipalities have special facilities 
depending upon local circumstances. However, although octroi is a time 
immemorial tax, its defects will be discussed in replying next ques- 
tion. 

Q. 109. — Octroi is meant to be a tax on commodities locally' con- 
sximed, and when commodities pass through a town for other places, there 
is in-ovision for the refund : but this provision in ixraclice is gravely 
misused both by' the merchants and the collection staff. As it cannot be 
farmed out, the charges for its collection also is very heavy. Its inci- 
dence works very heavily upon the residents of the town, and being 
mostly levied on the necessities of life, it increases the cost of living in 
the towns. Terminal tax is nothing more than octroi except the provi- 
sion of refunds. When terminal tax was inti’oduced in India the idea 
was to levy a nominal rate, which could not be felt by the tax-payers 
who ultimately' are the towns-people who bear the burden even though - 
There is no arrangement for refund. It is only suitable in %'ery' largo 
places where thei-e is considerable trade. Nowadays it is levied even by 
smaller municipalities. Instead of prescribing lower rates, the schedule 
of tax is almost as heavy as octroi, and commodities jiassing through the 
town on account of railway and transport facilities to other places are 
unnecessarily required to pay this tax. Villagers coming for tlie purpose 
of liazar to" municipal towns are required to pay 'the tax without iu 
return getting aiiy benefit in the mxinicipalities. It is human nature 
where possible to avoid iiayment of tax. The illiterate public of India 
do not realize that it is their duty to pay local taxes, aud as such 
people try to avoid paying octroi unless there is efficient supervision and 
control. 

Q. 110. — The only reason that strikes me as to why octroi with all 
its defects is still iri vogue in this country, is that it is a chief source 
of reveinie, and the burden of its payment in the fn-st instance is borne 
by the monied class, viz., merchants, although they recover the tax they 
have paid from the iTOor residents. 
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Q. 111. — Even in tliis Presidency tolls levied by Government have been 
abolished except in the case of municipalities and local boards. These 
bodies on account of financial stringency have not been in a position 
to extepd the concession v’hich Government have been kind enough to 
do. As local boards and municipalities are independent bodies, there are 
instances in mnich one has to i^ay tolls twice on the same roads _ both 
to the local boards and municipalities, when entering into the municipal 
limits witliin a distance of a couple of miles. For a country-cart the 
usual distance of travelling during the day is about 30 miles, and I think 
payment of toll once a day is quite sufficient, and the distance between 
one toll gate and the other, whether maintained by the local hoard or 
the municipality, should be at least 30 miles. 

Q. 112. — ^Even if the occupier paj’s the house, land tax and land cess, 
he reduces the rent he has “to pay the owner to that extent; it is there- 
fore immaterial whether it is recovered from tlie owner or occupier — ^the 
charge of tax on the house and land borne by the owner himself. 

Q. 113. — I am not aware of any strict limitation on the municipalities as to 
the scale of tax on the rental value of houses. Government in some of 
their resolutions have expiessed their opinion as a matter of guidance for 
levj’ing this tax to limit this rate on houses and lands from 61 to 12^ per cent 
of the rental value. There are instances in which this house tax is 
levied to the extent of 18 to 20 per cent of the rental value. To quote 
an instance, the municipality of this levies a house tax of 121 to 

18§ per cent of the rental value, which works veiy hard upon the 
people as the owners of houses directly feel the burden. I think it should 
be made imperative on the local authorities not to exceed a certain limit, 
viz., 10 or 12 per cent of the annual letting value. 

Q. 114. — ^In the local municipality the limit of exemption is only on 
annual letting value of Es. 3. 

Q. 115. — I think it desii-able that the undeveloped bxiilding 
sites within the municipal area should be lightly taxed. 

•Q. 116. — Manufacturing concerns, both cotton and others, .ire genorall 3 ' 
taxed, and the amount of tax being low, thej’ do not feel the burden. 
Eegarding the tax on iirofess.on, unless there is a roaring trade in a 
locality, it is not desirable to tax it. 

117. — Government grants for special purposes to the municipali- 
ties and local boards should be given under certain conditions. The local 
bodies should, as fai as jiossible, exhaust their taxing limit before thej' 
apiiroach Government for Governmental funds, and the grant given by 
Government should be invariably utilized for the purposes for which it 
is granted. Having regard to the paying capacity of a particular area 
and the amenitii^ of life which a local bodj' affords to its residents. 
Government should prescribe certain limit of direct tax, and unless such 
a limit is realized. Government should not grant any such subsidies. 

Q. 118. — ^In smaller municipalities I do not think that sufficient stimulus 
exists iir the matter of managing imiiortant services as education, sani- 
tation and road maintenance. It is desirable that there should be a strict 
condition 'that there should be efficient control of Goveniment, if grant 
is claimed, over the expenditure and the degree of efficiency in the adminis- 
tration of the service for which such grant is given. 

Q. 119. — Of the taxes mentioned, taxes on business, profit and trad- 
ing corporations geneially pay income-tax and suiier-tax, and consequently, 
any more tax, however light it maj' be, would work hard and be a 
form of double taxation. Eegarding hotels, though tax jiaid bj' managers 
is recovered from the consumers, it may be levied as managers nowadays 
make decent profits. Uiion mines and transactions in exchange, taxes 'may 
be levied if income or suiier-tax is not levied. 

Q. 120. (i). — ^The present sj'stem of income-tax and the exemption of 
Es. 2,000 as subsistence allowance is reasonable, and I do not think that 
universal income-tax is desirable in this country. 

(ii) As suggested elseivhere, income-tax on agricultural income will 
not be desirable unless land revenue be remitted. In this comitry 
where the system of undivided familj’ predominates, it will be very diffi- 
cult to levy and recover succession duties. 

Tobacco being more a luxury than a necessity of life may be lightly 

taxed, 
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The form of marriages in India being lioo numerous and there 
being no agency under which marriages can be registered in all coai- 
munities, it is neither desirable nor practicable to levy registration fees 
on marriages. 

Tax on houses, motor cars, other vehicles, horses, betel-leaves and 
arecanuts are usually levied by the municipalities, and in case they 
are outside municipal limits, light tax may be levied. Tax on servants 
and horses would in these days work rather hard. 

(iii) If is a good suggestion to levy a graduated scale of taxes 
upon dowry. 

(iv) I do not think income-tax should be levied "on agricultural in- 
comes. 

Tax on advertisements may be levied. 

Regarding death duties in this country on account of the preva- 
lence of the undivided family system, it is not desirable to levy- taxes. 

It is not desirable to increase the cost of medicines by levying extra 

taxes. 

Luxuries such as race hoi-ses, motor cars, may be levied if the latter 
do not already pay any tax. 

(vi) Recovery of produce Lax on one-sixth of the value of each com- 
modity is not practicably workable as it would entail a lot of labour to 
collect information and give ample scope for menials for fraud and cor- 
ruption. 

Q. I21.--Yes. 

Q 122. — (1) No. I do not think imposing acreage duty on culti- 
vation is desirable. 

(2) I do not also think that State should in any way interfere in 

fixing the price of any commodity. _ ' 

(3) It is not desirable to give a monoipoly in fixing the price and 
dealing with tobacco by any company subsidised by the State. 

(4) I do not see that any interference by the State with the culti- 
vation of tobacco is desirable. 

(5) The cultivator should be left entirely free to grow and sell tobacco 
to any man he likes at any season. 

Q. 123. — I do not think that State control with regard to tobacco is 
in any way practicable. 

Q. 124. — In my opinion any limitation to the cultivation of tobacco 
is not desirable. 

Q. 125. — As the produce per acre varies according to the climatic and 
local conditions, it is not desirable to Ie\^ any duty on acreage. More- 
over, that would discourage people growing tobacco. 

Q. 127. — It would not be possible to stop import of tobacco from pri- 
vate States. 

Q. 128. — The cultivator should not in the least be made to pay for 
growing tobacco. The tax should bo levied and collected only when brought 
to market. 

Q. 129. — I do not think that any restriction should be laid upon the 
cultivator for growing tobacco either for domestic purposes or for sale. 

Q. 130. — ^Duty on tobacco should be levied only when brought for sale 
to the market and in the case of manufacturers of cigars and cigarettes 
in factories where they are manufactured. 

Q. 135. — It is desirable to impose a duty upon both the manufactured 
and unmanufactured tobacco from foreign countries. 

Q. 136. — I would advocate the issue of licenses to all applicants on 
payment of moderate fees. 

Q. 137. — I do not think that tax on property changing hands at 
death is desirable. In this country the system of undivided family; pre- 
vails, and it would be rather hard to know what property the heu’s of 
deceased person, who is not the manager of a family, inherit. 

Q. 141. — In an undivided family it will be difficult to ascertain the 
share of a deceased person, and to tax the whole property on the 
death of managing member would not work satisfactorily. 

Q. 143. — ^I agree to the remarks made by Sir James Stephen with 
regard to levy of death duties. 
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Written memorandum of Dr, Sliridhar V. Ketkar, M-A., Ph.D,, 
Editor, Marathi Encyclopaedia, Poona. 

To ijrepare a seiieme of taxation really means to iirepare a seliemc 
of entire go^'ernment. Tax Commissioners do not tell Government what 
the latter should do, but they have to find ways and means of supply-^ 
ing the funds for such projects as Government have undertaken or may 
undei'tako. Eecent constitutional changes, which are likely to offer more 
scope for public activity, are likely to add more functions to Government, 
and therefore schemes of taxation must be so prexmred as to provide 
for those functions adequately ; or -otherwise, as it hapijens in many xiro- 
vinces, the Ministers in charges of education, eLc., will feel handicapped 
lor lack of money, and they will get the blame as people who are not 
doing any work. Peoiole on District Boards will be unable to entertain 
anj' ideas of the development of the district on account of the paucitj’ 
of the funds. As the constitution of the Government is being slowly 

altered, and as the standard of living is rising, and as the conceptions 
of the imblic regarding the duties of Government also become more 
advanced, it will be necessary to jirovide more and more for those acti- 
vities which Provincial ’Government and local boards may undertake. The 
taxation-schemers should take into account j)ot only the growing exx)ecta- 
tions of people as to what Government, either local, provincial or fede- 
ral, .should do for them, but also the alterations in the feelings of the 
tax-payers arising out of 'political changes; lor example, an autocratic- 
country, where the people are forced to pay taxes by a Government 
which only approaches them club in hand, threatening them that unless 
they pay the taxes, their property will be confiscated and that they 
have no business to enquire into how the tax is used, can naturally do 
with a different system of taxation from^ that of a country where the 
people want -to know how their funds are 'used by Government; and not 
only do they want to know, but they must see visible uses of the funds 
to which they are contributing. For example, if a tax on land, is used 
for imperial or provincial purposes, its use is less visible to tlie people, 
but a tax on land, if u.scd solely for local purposes, such as rural sanita- 
tion, education, etc., will be more visible. If any scheme i.s prepared 
without taking the above mentioned iisycholocical and constitutional fac- 
tors into account, that scheme will be antiquated as soon as it is prepared, 
and all the money contributed towards your Enquiry Committee will bo 
wasted. 

1 am now. putting forward a few suggestions liere, which may serve 
to indicate the lines on which future schemes of taxation should bo 
created, and I also give some reasons for the suggestions. 

The most drastic change, which will cost some trouble to jiut into 
practice, I shall mention first, and that is to abolish land tax cither as 
a federal or provincial tax. Land tax should be given over primarily 
to the local boards, and only a smaller fraction of it should go to the 
Provincial Government. To introduce this i)rincii)le into i^ractice means 
an entire revolution in the taxation scheme, and therefore it will be 
difficult to put into in-actice inunediatelj'. But the in-iuciple should bo 
kept steadfastly in view, so that by a graduated scheme of raising other 
sources of revenue for Provincial and Federal Governments, and giving 
a larger propoi-tion of land tax to the District Boards evei'y year, the 
principle may be achieved. 

The I’eason for abolishing land tax as a provincial and federal tax 
is primarily this: In a rural country like India, with a high death- 
rate, with entire and culpable neglect of villages, as carried on by the 
present Government, which at the same time exacts a very high ijorcou- 
tage of income from the landowner, i.e., ultimately from the laboui’s of 
the agriculturist, one has to say that the condition amounts to organized 
exploitation leaving very little not only to the farmer, but even to the 
District Boards for district improvement; and this kind of system is not 
likely to continue, as the land-owning and farming class is becoming em- 
powered to vote, and it will fiull down that legislature or executive which 
does not give it a better life, and extorts such an undue proportion^ of 
its earning. 
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The xjooijle’s coucoptious aboui Government are also changing. The 
local boards do very little for the i)eoiilc ns compared with Local Govern- 
ments in advanced countries like Englaml and America. There is no poor- 
rate, practically no schemes for the care of “defectives, depoiidants and 
doliucxucnts” ; education is also neglected, and people are unable to do 
anything by joint contribution, because very scanty funds are left at their 
disposal, as the Government absorbs at least 50 per cent of the land- 
income. 

hloreover, if local development is made possible by handing over the 
land tax to local boards, then the imblic will never think of asking feu- 
Xiormancut settlement, but ijublic opinion Avill be better preijared for coi- 
recting injustice arising out of the permanent settlement in BoDgal. The , 
landlords in Bengal will feel that they have to contribute more for the 
clcvelopment of their districts in one way or another, and if they do 
not do so, their neighbours will resent it. When the zainindars of Ben- 
gal begin to contribute more, the Government of Bengal will not bo. 
comxicllcd to ask for doles from the Government of India. By handing 
over the proceeds of the land tax to localities, the attitude not only to- 
wards the land tax but towards taxation also will change. People will 
not only not regard the tax as an extortion of a monstrous robber, but 
will be willing to tax themselves more and more for common benefit — an 
attitude which every healthy Government should try to foster. 

This asking for doles from Federal Government results into taxing 
other provinces in order to fatten the landlords of Bengal, and this is 
causing very just resentment in every in-ovince other than Bengal. As sooi 
as peoijle see that their money is spent for their own locality 5 they 
become more willing to be taxed. 

Thus, in short, in rural areas, land being the only important source 
of taxation, early steps should be taken to make that income available 
for local development, and the Provincial Government should, look for 
diffei'ent sources of income. 

As an addition to the existing sources of income for the Provincial 
Government, i suggest a tax on inheritances and fees for licenses for trades 
and professions. This source of income should l)e an important feature 
of the ijrovinoial revenue. License fees on all trades and prolessions, such as 
those ol lawyer, doctor, barber, shoemaker and jirinter should be freelj’ 
imimsed. It will have a valuable effect; as Government will derive income 
out of licenses for all possible trades and xn'ofessions. Government will 
have to take steijs to raise the efficiency of all occuijations, and to protect 
the iDublic from carelessness and fraud arising out of these occupatioiis. 
For examjile, the milk trade ; the authorities are treating it witJi utter 
neglect. Not oven decent groceries are aA^aihible in I’oona. The more 
the Government becomes a sliaroholder in the i^rofits of each occui)ation, 
the better it is for the counti'y. , 

The chief trade Avhich Government should bo engaged in is trsdng to 
create facilities for bringing efficiency into every trade. This profit- 

sharing on the part of Government Avill make ijeople more intelligent 
in politics, and Avill make them consider what Government is doing for 
them, a ‘thing absolutely necessary for the proper ivorking of a democracy’. 

About federal taxation I only wish to mention that income-tax is 

caxiable of augmentation. 

A small income-tax should be iinxiosed even on iieople udio get about 

Rs. 600 a year. Such a tax uill haim a valuable effect in many ways, 

every tax-jiayer will be interested in the Government, and thus the aims 
of popular goA^ernment Avill be more adAmnced. The Government, in order 
to create as largo a class of taxable people as possible, AA’ill not -only try 
to encourage manufacturing and industrj-, but Avill encourage an average 
labourer to obtain a higher but an attainable standard, which the Govern- 
ment may tax. If a federal Amte is giA'en to people paying income-tax 
on Rs. 50, it Avill feet ambition among many iieople to rise to that income, 
pay the tax and acquire the A'ote, it aaTH set uji a standard of citizen- 
ship Avhich every Avorker may aspire to attain. 

We Avisli to have ambitious governments Avhether federal, provincial 
or local. They should try to discover new enterprises of public benefit, 
and thus increase their own scope for sendee and for augmentation of 
its body. 
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Written memorandum of Mr. V. 3JT. Vartak, M.A., Jj.C.E., 

Chief Engineer in Sind. 

Q. 15 . — TIio charge for water supplied for irrigation on most of tlio 
works in the Deccan and Giizaiat is in iny opinion, adequate for tho 
present conditions of supply. So also in Sind the charge is adequate for 
tho_ uncertain supi>ly that can ho given from tho existing canals which 
entirely depend on tho inundation. After the completion of the Lloyd 
Barrage and Canals, tho supply will he assured and tho rates udll then have 
to bo enhanced. 

In the case of tho irrigation works constructed some 5 'ears ago in tho 
Deccan, tho practice was to start ■with low rates, with a view to encourage 
the growth of irrigation, especially -when the cultivators did not know how 
to make the best use of water for irrigation, and tho cost of cultivation 
was, therefore, undul.v high. For instance, on the Nira Left Bank Canal in 
the Poona district, water had to he issued free of charge for the first year to 
induce tho cultivators to take it for irrigation. As experience was gained, 
tho rates were raised to a figure which the cultivators could afford to pay. 
Tho rates thus depend on the net average profit expected from a crop, 
which varies with the market rates of tho produce as also tho cost of 
cultivation, both of ■which fluctuate from year to year. In my oiiiuion, the 
charge for water should be about 20 or 30 per cent of the net average 
profit from tho crop. In revising the rates, tho rise or fall in the areas of 
different crops_ during the six preceding years, which indicates tho necessity 
for revision, is taken into account. Successive famines during the last 
thirty years have now taught the people tho value of water for their lands, 
nnd in tho case of works recently constructed it has been possible to start 
' at once with the rates obtaining on similar canals in operation for a 
number of years. At present, rates are sanctioned for the different seasons, 
namely, monsoon, rabii, eight months, hot weather and perennial, and 
special rates are sanciioned for bpccial crops like sugarcane. As, however, 
in the same season one crop requires a larger quantity of water tlinn 
anotlier, tho system of charging rates for crops called tho crop-rate system 
would be better than the season-rate system. 

In Sind the present sj’stem is the irrigation settlement, under which 
land pays assessment only when cultivated, subject to the fallow rules, 
and the rate of assessment generally depends on the source and mode of 
irrigation in each season and the crop grown. Tliese rates are revised at 
the time of the revision of settlement which is done at fixed intervals. Hero 
also the incidence of the existing assessments on the profits of cultivation is 
the main fact or in deciding the increase or decrease in the rates ol 
assessment. 

Theoretically, the charges for water for any irrigation work should ho at 
least sufficient to cover interest on the capital cost of tho work phts working 
expenses. As, however, the capital cost depends entirely on the nature of 
the work and the difficiilties connected witli its construction, in practice 
it is not always possible to follow this_ principle.” There will bo works 
for which the rates worked out on this principle may ho either much higher 
or much lower than what the cultivators can be reasonably expected to pay. 
In the former case water will not he fully utilized unless lower rates are 
charged, and in tho latter case higher rates can be charged with a view to 
make up for the loss involved in works of the former kind. In the Deccan 
where costly storage reservoirs are as a rule required for canals, the rates 
that can he charged have to be in almost all cases 'lower than those based on 
the above theory, while in Sind whore no such reservoirs are required, 
higher rates can be charged without any difficulty. 

It is not possible to charge a fair commercial profit in tho case of works 
- where the actual rates than can be levied cannot he oven sufficient to moot 
the interest charges plus working expenses, while in tne case of works which 
are cheap, rates higher than what would give only a fair commercial 
profit can be and ought to be charged, so that the net revenue derived from 
all the works taken together can he appliqd to the relief of the ordinni'y 
tax-payer as far as possible. 

In the Deccan and Guzarat where crops can even he raised 
only on rain, it would not be fair to increase the land assessment by taking 
tho same propoi’tions of tho combined output of land and water, as would 
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otlierwise have been taken of the output of the lan3, as if that be done, 
cultivators vho are either not able to get or do not wish to use canal 
water for their land will be taxed for nothing. 

In Sind, where practicallj' no cultivation can be done without irri- 
gation, this principle is already being followed as the land and water 
assessments are combined. However, assessment is charged only when the 
land is cultivated. 

It is not practicable to charge by volume for the following reasons : — 

(1) There is no reliable and simple instrument for accurately 
measuring the volunie of water issued to each field. 

(2) The quantity of water required for any crop varies with the 
climate, soil conditions and rainfall, and so the charge for water per acre 
If based on the volume used will not be the same for the same crop for all 
lands even on the same canal. 

(3) The value of water is not the same for all seasons. In the case of 
a Deccan canal having a storage reservoir -with a Ghat catchment,' the value 
of water in the monsoon season is the lowest, and in the hot weather the 
highest. A uniform rate lor all seasons will, therefore, be too high in the 
former and too low in the latter case. 

(4) The cultivators can easily satisfy themselves about the correctness 

of the area of crops but the measurements of water, if diarged for by 
volume, will be always disputed. _ - 

If water be sold by auction to the highest bidder, it null never be 
equitably distributed as at present, and poor cultivators who cannot compete 
with the rich ones will not be able to get any water for their lands and will 
consequently be ruined. Government will also -not be able to realize more 
mone 3 ' for their water if sold by auction than by the present system. 

Q. 16. — ^It is true that the value of the land goes up when it is first 
brought under irrigation or is guaranteed a supply of water; but I do not 
think it will be right for State to take a portion of the increase unless the 
cultivators concerned had applied for the construction of the irrigation 
work, and given an agreement that they would pay a certain percentage 
of the increase in cost due to that work when completed. There may be 
some cultivators who may not wish to use the canal water for their land, and 
thej' cannot reasonab.y be asked to pay a portion of the increase in the value 
of the land. The most equitable wa.v uould be to levy a rate only on those 
lands for which the water is used, and this can be best done by charging for 
the water a rate which takes into account the increase in price of land. 
If a higher water-rate be charged, the zamindars will either earn a smaller 
profit if they cultivate their lands themselves, or get a lower rent for 
the lands if given out on lease. In both cases, Government will practically 
share the Ixtra income due to the water-supply in the shape of enhanced 
water-rates. 

This cannot, however, be done in the case of existing irrigation works, 
as many lands on these works have changed hands at fancy_ prices, and the 
present owners of such" lands cannot be expected to pay higher rates only 
in view of the increase in the value of the land which went to the men 
from whom they purchased it. In the case of a work to be taken up here- 
after, notices should be issued to the effect that the rise in the prices of 
land due to irrigation facilities will be taken into account in fixing the 
water-rates, so that those who want to purchase any land may be awar« 
of this fact. For example, suppose the price of land fit for sugarcane 
cultivation goes up from Es. 30 to Es. 230 per acre. Government should take 
into account the increase of Es. 200 in the price in fixing the water-rate for 
cane by charging 6 per cent on about 20 per cent of Es. 200, or about 
Es. 2^ per acre more than what would otherwise have been charged. 
A zamindar owning Imd fit for cane will then have either the rent for 
the land or the profit from cane cultivation reduced by Es. 2i per acre, 
and thus indirectly pay to Government a share of the increase in value 
of his land. By this method this extra tax will be levied on only those 
lands which are actually irrigated, o, At every revision of rates this point 
will have to be considered, as- the prices and land rents go on increasing 
after an irrigation work comes into operation, as the cultivators by actual 
experience know the profit that they can get from different crops. , 

Q. 17. — ^In my opinion, the tenancy laws in the Bombay Presidency do 
not affect any of the proposals made above by me, 



Written memorandtun of Eao Bahadiir S, D. Garud, B.A,, President, 
District Bocal Board, West l^andesh. 

Q. 10. — ^The land revenue of this district is Rs. 20,13,400. 
flucluating land revenue is Es. 1,88,500. 

The amount of notice fee 

'The amount of ^th fine 

The amount of distraint of movables 

Total 

Deducting the amount of Rs. 789 from the fluctuating land revenue, the 
amount on account of sales of waste lands or trees, etc., remains at 
Rs. 1,87,711. 

The revenue from penalties is insignificant — only one-twenty-fifth per 
cent, or nearly 8 pies per cent of rupees. But the revenue from sales 
of waste lands is nearly 5 per cent. 

Q. 11. — Yes. In the case of forest, excise and income-tax, penal fines 
are imposed and recovered from the jiarties concerned. 

Q. 12. — ^No. But in the case of agricultural lands, whicli vest in 
forests, the revenue can fall within the definition of a tax. 

Q. 16. — ^It is not right that the State should take a portion of the 
increase. The State receives irrigation revenue and should not, there- 
fore, claim any more. This kind of increase iii value is not taken into 
account in fixing the revised assessment under section 107 of Land Revenue 
Code. 

As no increase is to be taken, the remaining two questions need no 
answers. 

Q. 23. — ^Yesj increase in taxation does not help to minimise the vice. 
Ror this purpose the supply should he curtailed and a limit prescribed in 
each individual case. 

Q. 27. — ^Every member of a community does pay some sort of indirect 
tax. There is no exemption at present to any one under the present 
system of taxation. 

Q. 28. — ^Yes. Those who pay the tax should have a right to repre- 
.sentation. 

- Q. 29. — tax should, as far as possible, be indirect. Lt is less 
difficult to recover, needs less supervision and causes less harassment and 
discontent than the direct tax, which is often attempted to be evaded 
by persons who have to pay it. 

Q. 38. — am not in favour of the removal of exemption. The State 
already gets the land- assessment which is graded according to the capacity 
of land, and any more taxation would make investments in land unremune- 
rative, destroy the credit of the agriculturist and drive away cai)ital 
from this business. 

Q. 48. — The principle is sound and may be adopted, provided it toiiches 
only in a moderate degree those who do not contribute to direct taxation. 

Q. 66. — Increases in rates are always followed by increase in illicit 
production in districts where the raw material is cheap and at hand. 

Q. 96. — ^A tax is taken in lieu of nothing. A rent is taken in lieu 
of something. The land revenue is a tax in those jjarts of India where 
the State does not absolutely own the land. 

Q. 100. — No income-tax should be levied on agricultural income as 
land tax is already received by Government. 

Q. 101. — ^No tax should be impend on mutations as the cost of regis- 
tration' and stamps is ali'cadj' received by the State when a holding is 
transferred. 

Q. 109. — Octroi duty being a direct tax is liable to be evaded by 
almost every' person who has to pay it. Inadequate establishment also 
leads. to a good deal of evasion; this applies to the termijial tax also though 
in a lesser degree. 
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Q. — 111. — ^Tho saino considerations apply to tolls. They canso a good 
deal of annoyance, wrangling and liarassincnt and are very inconvenient. 

Q. 121.— Yes. 

Q. 1.51. — ^Yes. The land revemio should always remain a provincial 
source of 'income. 

Q. ]G1. — Yes. TJiere is a limit at present imposed hy the New Local 
Board Act under section 93 that in no case it is to exceed 2 annas in a 
rupee. This limit is x’roper. 


Written memorandmn of Diwan Bahadnr Jamiat Rai, 

Extra Assistant Commissioner (Retired), Baltichistan. 

Q. 10. — The land revenue of the Province of Baluchistan includes a very 
small percentage, almost negligible, of lines imjjoscd 'under the local land 
revenue rules. It also includes revenue realised from water-mills. 

Q. 15. — The general principle locuUij accepted is that the i>roducc of 
land is divisible into six shares, an equal .shjiro being assigned to (1) land, 
(2) water, (3) seed, 01) plough oxen, (5) labour, and (G) State dues. Tlius, 
on this principle, about one-sixth of the produce is generalhj taken for 
irrigation water, which seems to bo adequate {chntsc 3). In irrigated areas 
(whore water is supplied from Government canals), the water-rate (one-sixth) 
is added to the revenue, the general rate of the latter is one-sixth, and in 
all, ono-third of the produce is ia/ccu in kind. There are, however, excep- 
tions to this general rule, where cash rates are levied in irrigated lauds in 
certain tracts. 

Q. IG. — The local practice is that when dry land is brought under irri- 
gation at the expense of the owner, the land is exempted from revenue for 
some j’oars varying from 4 to 10, according to the source of irrigation, 
which term may, in special cases, bo extended to 15 yeai-s. These beneficial 
rates niu5t continue in this agriculturally backward xn’ovinco. When clrj’ 
land is brought under cultivation with irrigation water supidiod from a 
Government canal such land might be cxcmxrtcd from water-rate for a 
couple of years, after'' which water-rate not exceeding one-si.xth of the 
gross produce bo added to the revenue (the aggregato not to exceed one- 
third of the produce) and bo realized in kind. If cash rates are levied, 
they should be based on these i)rinciplcs, but the produce estimates should 
be very carefullj' worked. 

Qs. 27 to 32. — It seems reasonable that every member of community 
should xjay a tax of some sort, and indirect form of tax is better, as the 
payees do not feel the burden as they do in the ease of a direct tax; the 
former is also easy of collection. I would not advocate a poll tax or capita- 
tion tax, but I do not see any objection to the imiiosition of octroi tax in 
urban areas. In rural areas majority of the people in this province pay 
land revenue or cattle tax. I may mention that poll tax — a relic of Afghan 
rule — was leaded in parts of British Baluchistan and was on remodelling 
revenue system established. Non-agric-ulturists in rural ureas, who do not 
pay income-tax, might be made to pay a chowkidari tax. 

Q 3 g_ — I am not in favour of the removal of the o.xomption of income 
derived from agriculture so far as the actval cultivators are concerned, so 
long as they pay the land revenue or tax, but the income derived from 
agriculture by absentee landlords not belonging to agricultural classes, 
must I think, be taxed. If income-tax wore to be substituted for land 
revenue, and the present limits of exemptions were applied to income 
derived’ from agriculture, in Baluchistan about 80 per cent of persons 
actually farming their lands would be affected and possibly more; but this 
will he to their advantage, as their income does not exceed the present 
limit of exemption. 

Q, 39 . — ^Here again if the income-tax were to take the place of land 
revenue and the present limits of bxomption were maintained, there will 
he no gain to the Baluchistan revenues. On the other hand, there will 
decidedly he a heavy loss, .j^hich the province cannot afford (-^dde Q. 38). 
I regret I am not in a position to say what will bo the effect of such a 
change in other provinces. 



Q. 40— If the land revenue is regarded as a tax and not as rent, tliad 
the agriculturists seem to be overburdened as in their case no allowances 
are made for the cost of production, and other incidental charges insepa- 
rable from cultivation, and a portion (generally one-sixth) of the gross 
produce is taken as revenue, it being even two-ninths and one-third in 
some cases. The limit of exemption of income-tax might reasonably and 
equitably be reduced to Es. 500 as it was in 1862-86. To illustrate the 
burden, which under the present sj'steni falls on the cultivators, it may 
be mentioned that while a non-cultivator pays no tax on an annual income 
'of Es. 2,000 a cultivator, whose gross produce of land is valued at that 
amount, has to pay, as land revenue, generally Es. 333-5-4 per annum, and 
in some cases as much as Es. 666-10-8. Even the cultivator of dry lands, 
whose income comes to this limit has, in some places, to pay as much as 
Es. 444-4-9 per annum. The owner of a flock of sheep, who is comparatively 
poor, also contributes _ towards the land revenue in the shape of a grazing 
tax, the rates of which vary for different classes of animals. Thus, the 
owner of a flock of sheep and goats numbering in all about 100, the income 
from which in the shape of milk, ghee and wool be estimated at about 
Es. 100 has to pay a tax of 2 annas per head per annum or 12J per cent. 

Q. 47. — It would be fair to assess the income-tax on the average of 
three years, instead of the income of previous year, though the change 
would entail more work on the collecting staff. 

Q. 52. — I accept the statement that salt tax is less objectionable than 
other direct duty that may be imposed on poorer classes. Its incidence is 
so small that it can hardly be felt. In fact, the proverb “Ate men nimalc” 
fully illustrates the point, which means that the incidence is trivial. 

Q. 58. — I would not interfere with the present practice of salt being 
sold^ by measure. In parts of the country even now weights are unknown 
and many articles are bartered for grain, etc., where measures are of 
more practical utility than weights. 

Q.' 59. — The retail prices of salt will probably be reduced if Government ’ 
depots were opened at central- places in rural areas, but not under very 
expensive management. Depots in central places in urban areas will not, 
I think, much help the consumers of salt in rural tracts. 

Q. 96 . — A tax may be defined as “a duty or dues leviable by the State 
on "anj' property, etc.”, while rent may be defined as ‘‘dues claimable by 
a proprietor, for the use of his land, etc.” In Baluchistan we have very 
clear and expressive terms as far as revenue and re7it of agricultural land 
are concerned. The revenue chargeable by the State is known as gham 
(literally a burden), mdlia or technically muamla zamin, while rent payable 
to the landlord is known as baliol or liah-i-topa. In common parlance the 
revenue paying land is known as gham hash as distinguished from freeholds 
inam or muafi lands. As an. illustration, it may be mentioned that when 
A is the proprietor of land, and B cultivates the laud, B pays to A the 
rent, the rates of which vary according to the different qualities of land, 
while A and B, combined or severally, as the arrangement may be, pay the 
State dues or revenue. When Govci-ninent is the proprietor of land, it 
takes revenue as well as rent, which is generally paid in kind in most 
parts of Baluchistan. I may mention that in pre-British days the revenue 
{gham) was levied by the Afghans in various waj-s, the most common method 
in inaccessible parts of the country being the supply of a fixed number of 
armed men {nauhar) or cash pajnnent in lieu thereof. This was known as 
gham-i-mauhar. 

Q. 97. — The prosperity of the cultivator is undoubtedly affected by the 
land tax, but it must depend largely on the rates at which that tax is 
levied and the methods of collection. _ There are other contributoi-y causes 
as well, the chief one among them being the high rate of interest at which 
money has to be bozTOwed by the cultivator in cases of emergency, such 
as on the occasion of birth, wedding, illness or death in the family. 

Q. 98. — Some notes of the criticism qizoted here do not apply to Balu- 
diistan, where major poi-tion of the land revenue is assessed in kind, at a 
specific share of the gross produce. The system is very elastic and suited 
to the local conditions. Whenever there is a crop, Government assesses its 
share in kind, which is sold back to the zamindars if they want it or to 
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Contractors. T^en a crop fails, there is no Government demand in sncii 
cases and question of remission or suspension does not arise and 5 ;ainin/'!ovt! 
are not harassed by pettj' officials. 

Q. 99. — The temporary settlements have, of necessity, to take into con- 
sideration the prices prevalent at different periods, and this must result in 
inequalities which seem to be unavoidable. The evil might, to some extent 
be mitigated by eliminating abnofmally high and low prices and taking the 
average of years considered to be normal. Another and equally imjjortant 
factor in these settlements are the produce estimates, which ai-e considered 
to be faulty. Such estimates might reasonably be prepared by the settle- 
ment officials in consultation with the principal zamindars of the locality. 

Q. 100. — ^Rs, 2,000 cannot be ‘ taken as a subsistence level for all 
classes of people,- this level must vary with various classes. It should! be 
possible for a taxing officer to ascertain a purely agriculturist’s income, 
but when the profession of agricultui-e is combined with other occupations 
the matter becomes more complicated. See Q. 40 above.) 

Q. 101. — ^In places where there has been a regular settlement and the 
land record is regularlj' and properly maintained, mutation fees are levied 
at rates which are prescribed by the Local Government under the Land 
Revenue Act. The rate of these fees might be considerably enhanced and 
fixed at a certain perc’entage of the value of the property affected, and not 
on the revemie demand as at present (paragraph 52 of the Baluchistan 
Revenue klanual). In order to place some check over fractionisation, a 
sliding scale of fees ma 3 ' be prescribed, a higher rate on lower values. Thus, 
if the fee be 5 per cent on propex-ty valued at Rs. 1,000 or more, the rate 
may be 10 per cent up to Rs. 500, 7^ pei- cent from Rs. 500 to Rs. 1,000. 
Such a sliding scale and the penalties which exist in the rules may i-esult 
to reduce the fractionisation to some extent. 

104. — The, following methods might be suitable to arrive at an approxi- 
mate incidence of land i-evenue: — 

(a) If the incidence is requii-ed per head of population, divide the 
gross demand by the population dependent directly or indirectly 03i agri- 
culture. 

(b) If the incidence is required per acre of harvested area, then 
divide the gross revenue demand by the area harvested. 

nata for such methods would probably be forthcoming from the pro- 
vincial revenue reports and the Imperial Census Table XVII — occupatioii 
or means of livelihood. The result will not be_ quite accurate as in some 
cases those whose main means of subsistence is- agriculture have one or 
more subsidiary occupations. 

Q. 107. — ^As a copy of the Scheduled . Tax Rules is not available, I 
am unable to say whether the taxes embodied in Schedule II will give 
sufficient scope to local bodies or not. 

Q. 108. — There is no doubt that octroi is in reality a local custom 
duty, but it has in its support the long usage, and people are accustomed 
to it. It is a tax, which falls on evei-y member of the community indirectly 
and its distribution must Ue inequal according to the consumption of duti- 
able articles. The rates of duty on articles of luxury, which are not 
generally consumed by the poorer classes, might be considerably enhanced, 
and raise the revenue thereby. 

The octroi duty is liable to be evaded but not extensively. In Quetta, 
the only municipality in the province, where octi-oi duty is levied by a 
paid official agency, we get few cases in a year of the evasion of pay- 
ment of octi'oi. 

Q. 110. — ^In Baluchistan the reasons which have operated to secure 
the retention of octroi in bazars and cantonments are: (1) its antiquity — 
the tax haviixg been levied in parts of the Kalat State long before British 
occupation, (2) it being an indirect tax is not unpopular among the 
poorer classes, and (3) it is not very difficult to collect. The cost of collec- 
tion would probably be lessened if authority were given to local bodies to 
collect the dues: (i) through railway on rail-borne goods, and (ii) by means 
of contracts on goods imported by road, and the tei-m of which 
may vary fi-om one to five years being extended to ten years 
with the special sanction of the Local Government. In Quetta about 
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three-fourtlis of the octroi is collected by the railway authorities for a com- 
mission of 3 per cent on gross collections, which is much cheaper than the 
departmental agency. Here the question of substituting a terminal tax 
for octroi has more than once been discussed and dropped in favour of 
octroi. 

Q. 112. — It seems right that the rent and land tax should he levied ' 
in whole from the owner, who no doubt will shift the burden of the taxa- 
tion, or part, on to the occupier in the shape of enhanced rent. In can- 
tonments, bazars and new towns the population is moi-e of a shifting nature 
and hence the occupiers often change, have not any permanent interest, 
and it is more easy to collect the tax from the owners than from occupiers. 
In case -of failure of payment, legal steps can more easily be tahen against 
the owner, and -recovery made by attachment of property taxable. 

Qs. 117 and 118. — ^In some cases,' it is extremely difficult for local bodies 
to raise locally the funds necessary to finance an onerous service, and in 
such cases a portion of the expense should be borne, by the general tax- 
payers. Financial assistance might be given from Government funds in the 
shape of grant-in-aid, the general principle being that the utility of the 
serr'ice must not be wholly confined to the local area. Such grants be 
given for education in institutions which admit a certain percentage^ of 
students from without municipal limits, more especially- students belonging 
to agricultural classes; in the shape of scholarships for technical education; 
to hospitals and dispensaries which also treat people coming from outside 
'-municipal limits, provision of accommodation in hospitals for patients from 
rural tracts; and for sanitation,' etc., the effects of which will he beneficial 
to the people of the surrounding villages. Such contributions should be 
earmorhed for particular form of_ expenditure, and the contribution and 
the expenditure should he shown in the annual accounts of the local body 
in a separate statement. The authority sanctioning the contribution 
' would then be- in a position to call upon the local body to explain when any 
expenditure has been incurred out of the contribution on objects not covered 
by the terms of the grant, and in cases in which satisfactory explanation 
is not afforded by -Lhe local body, the sanctioning authority might even ask 
for tlie refund of tlie whole or part of the amount so spent by that body. 

Q. 119 (vi). — ^The suggestion made by_ Sir Ganga Bam seems to re- 
present the system in vogue at j>resent in greater part of Baluchistan, 

, where land produce paj's revenue in kind at- tlie general rate oF one-sixth 
of the gross produce, except in areas which are under a fixed cash assessment. 
The rate on lands ' iirigated by Go-v eminent canals is higher. All live- 
.stock paj’s a grazing tax the rates of which vary for different classes ’of 
animals. Sir Ganga Ram would exempt Ipcal consumption from this tax, 
and tax only that portion of the produce which is meant for export, while 
in Baluchistan the tax (land revenue) makes no such exceptions, aud 
even does not make any allowances for the cost of production. 



